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INRE:

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2008-196-E - ORDER NO. 2009-104(A)

MARCH 2, 2009

Combined Application of South Carolina ) ORDER APPROVING

Electric & Gas Company for a Certificate of ) COMBINED

Environmental Compatibility and Public ) APPLICATION

Convenience and Necessity and for a Base ) (FINAL VERSION) 1

Load Review Order for the Construction and )

Operation of a Nuclear Facility in )

Jenkinsville, South Carolina )

I. INTRODUCTION

This matter comes before the Public Service Commission of South Carolina (the

"Commission") on the Combined Application (the "Combined Application") of South

Carolina Electric & Gas Company ("SCE&G" or "the Company") which was filed with

the Commission on May 30, 2008. That Combined Application seeks a Certificate of

Environmental Compatibility and Public Convenience and Necessity and for a Base Load

Review Order to construct and operate a two-unit, 2,234 net megawatt ("MW") nuclear

facility to be located at the V.C. Summer Nuclear Station ("VCSNS") site near

Jenkinsville, South Carolina (the "plant" or the "Units"). The Combined Application was

filed pursuant to the provisions of the Utility Facility Siting and Environmental

t On Friday, February 27, 2009, this Commission issued its Order Approving Combined Application in the
above docket. The version of the Order issued on that date accurately contained the findings of the

Commission. However, some final edits were not captured due to a server malfunction. This present
version contains final edits which were intended to be but not captured in the February 27 version of the

Order.
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Protection Act, S.C. Code Ann. §§ 58-33-10 et seq. (the "Siting Act") and the Base Load

Review Act, S.C. Code Ann. §§ 58-33-210 etseq. (the "Base Load Review Act").

The Combined Application states that in order to meet the growing needs of its

customers for electric power and to support the continued economic development of the

state of South Carolina, SCE&G plans to construct two AP1000 Advanced Passive Safety

Power Plants ("AP1000") and associated facilities ("Units 2 and 3") approximately one

(1) mile fi'om VCSNS Unit 1 ("Unit 1'5. Units 2 and 3 will be constructed by a

consortium consisting of Westinghouse Electric Company, LLC ("Westinghouse") and

Stone & Webster, Inc. ("Stone & Webster"). The anticipated commercial service date for

Unit 2 is April 1, 2016, and the anticipated commercial service date for Unit 3 is Janual3,

1, 2019. Units 2 and 3 will be owned by SCE&G and the South Carolina Public Service

Authority ("Santee Cooper") jointly. SCE&G will own a 55% undivided share in both

Units and their output and Santee Cooper will own the remainder. SCE&G will be the

operator of the Units.

In its Combined Application, SCE&G also requested that the Commission

appro'_e revised rates to reflect its cost of capital applied to its projected investment in

Units 2 and 3 as of June 30, 2008. The Company requested that the proposed revised

rates be effective on issuance of a base load review order. As requested in the Combined

Application, the proposed average increase to the residential class was 0.52%; small

general service class was 0.48%; medium general service class was 0.51% and large

general service class was 0.44%. The amount and percentage of these rate increases
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wouldvary by ratescheduleswithin theseclasses,andindividualcustomerbill increases

wouldalsovarydependinguponactualusagepatternsandamountof consumption.

On June 18, 2008, the Commission'sDocketing Department instructedthe

Companyto publish by June30,2008,aNotice of Filing andHearingin newspapersof

generalcirculation in the areasaffectedby the Company'sApplicationandto providea

copyof thatnoticeto eachaffectedcustomerby July3t, 2008. TheNotice of Filing and

Hearingindicatedthe natureof the Company'sCombinedApplication and advisedall

interestedparties wishing to participate in the docket of the manner and time for

interventionor appearanceas a public witness. On July 31, 2008,the Companyfiled

affidavits with the Commissiondemonstratingthat the notice was duly published.in

accordancewith theDocketingDepartment'sinstructionsandcertifiedthat a copyof the

notice wasprovided to eachelectriccustomerin its monthly bill. As attestedto in an

affidavit from the Company'scounsel,copiesof the CombinedApplication were also

servedon the chiefexecutiveofficer of eachmunicipality,andtheheadof eachstateand

local governmentagencychargedwith the duty of protectingthe environmentor of

planninglandusein the areain the countyin which anyportion of theproposedfacility

will belocated.

Timely petitionsto intervenein this docketwerereceivedfrom CMC SteelSouth

Carolina ("CMC Steel"), PamelaGa'eenlaw("Ms. Greenlaw"), Friends of the Earth

("FOE"), Mildred A. McKinley ("Ms. McKinley"), Lawrence P. Newton ("Mr.

Newton"), theSouthCarolinaEnergyUsersCommittee("SCEUC"),RuthThomas("Ms.

Thomas"), Maxine Warshauer("Ms. Warshauer"),SamuelBaker ("Mr. Baker"), and
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JosephWojcicki ("Mr. Wojcicki"). TheOffice of RegulatoryStaff ("ORS") is aparty to

theproceedingsin this docketpursuantto S.C.CodeAnn. §§ 58-4-10(B) (Supp. 2008)

and 58-33-140(1)(b) (Supp. 2008). The South Carolina Department of Health and

• Environmental Control ("DHEC"), South Carolina Department of Natural Resources

("DNR"), South Carolina Department of Parks, Recreation and Tourism ("DPRT"), and

the Town of Jenkinsville were listed as parties based on the provisions of S.C. Code Ann.

§ 58-33-140 but did not appear or take part in the proceedings. See also § 58-33-240(B)

(such entities are recognized as parties only "to the extent [that they] seek to appear to

raise issues").

The Commission convened a hearing on this matter on December 1, 2008, with

the Honorable Elizabeth B. Fleming, Chairman, presiding. SCE&G was represented by

K. Chad Burgess, Esq.; Mitchell M. Willoughby, Esq.; and Belton T. Zeigler, Esq. ORS

was represented by Nanette S. Edwards, Esq.; Shannon B. Hudson, Esq.; and C. Dukes

Scott, Esq. FOE was represented by Robert Guild, Esq. and SCEUC was represented by

Scott Elliott, Esq. CMC Steel did not appear at the hearing. Ms. Greenlaw, Ms.

Warshauer, and Mr. Wojcicki each appeared ply se. At the commencement of the

hearing, Mr. Newton waived his right to participate as an intervenor and instead made a

statement as a public witness. Ms. Thomas did not appear at the hearing due to health

issues but, without objection, Ms. Greenlaw was permitted to sponsor the testimony of

one witness whose testimony Ms. Thomas had caused to be prefiled in the docket. See

Commission Order No. 2008-797. Ms. McKinley appeared on the first and third day of

the hearing but not thereafter. The remaining parties did not appear at the hearing.
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In support of the CombinedApplication, the Companypresentedthe direct

testimonyof Kevin B. Marsh,PresidentandChief OperatingOfficerof SCE&G;Stephen

A. Byrne, Senior Vice Presidentand Chief Nuclear Officer of SCE&G; Jimmy E.

Addison, SeniorVice Presidentand Chief Financial Officer of SCE&G; E. Elizabeth

Best,Director of FinancialPlanningandInvestorRelationsfor SCANA Services,Inc.;

StevenJ.Connor,ProjectManagerfor TetraTechNUS,Inc.; StephenE. Summer,Senior

EnvironmentalSpecialistfor SCANAServices,Inc.;RobertB. Whorton,SeniorEngineer

for SCE&G;Dr. JosephM. Lynch,Managerof ResourcePlanningfor SCE&G;DavidK.

Pickles, SouthernRegion Vice Presidentfor the Energy Efficiency Practicefor ICF

International;HubertC. Young,III, Managerof TransmissionPlanningfor SCE&G;and

Kenneth R. Jackson,Vice President,RegulatoryMatters for SCANA Selwices,Inc.

SCE&G WitnessesByrne, Addison,Lynch and Jacksonprovidedrebuttaltestimonyin

additionto their directtestimony.

TheORSpresentedthe directtestimonyof A. RandyWatts,ProgramManagerof

the Electric Depal_ment;Malini R. Gandhi,Deputy Director of Auditing; DouglasH.

Carlisle, Jr., Economist; Dr. Zhen Zhu, Senior Consulting Economistwith C. H.

GuernseyandCompany;GeorgeW. Evans,Vice Presidentof SlaterConsulting;William

R. Jacobs,Vice Presidentof GDSAssociates,Inc.; JerryW. Smith,SeniorConsultantat

C. H. Guernseyand Company;and Mark W. Crisp, ManagingConsultantof C. H.

GuernseyandCompany.

SCEUCofferedthe direct testimonyof Kevin W. O'Donnell,CFA,Presidentof

Nova Energy Consultants,Inc. FOEpresentedthe direct and sun'ebuttaltestimonyof
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Nancy Brockway of Brockway & Associates. Ms. Thomaspresentedthe direct and

surrebuttal testimony of Dr. Ronald P. Wilder of the Moore School of Business,

Universityof SouthCarolina.

The Commissionalso heardfrom 26 public witnessesduring sessionsheld on

December1,2008,andDecember3, 2008.

II. STATUTORY STANDARDS AND REQUIRED FINDINGS

At the outset, we find that SCE&G is a privately owned electric utility which has

its principal offices in Columbia, South Carolina, and has a service ten'itory which

includes the metropolitan areas of Charleston, Columbia, Beaufort and Aiken and many

other smaller cities, towns, and rural areas in the state. SCE&G is subject to the

Commission's jurisdiction pursuant to S.C. Code Ann. § 58-27-10, et seq. This

proceeding concerns a Combined Application filed under the Siting Act and the Base

Load Review Act and includes a request for the establishment of revised rates as

provided for in the Base Load Review Act. S.C. Code Ann. § 58-33-270(A)(2).

Pursuant to the Siting Act the Commission must determine:

1. The basis of the need for the facility. S.C. Code Ann; 58-33-160(1)(a);

2. The nature of the probable environmental impact. S.C. Code Ann. §58-33-

i60(1)(b);

3. That the impact of the facility upon the environment is justified, considering the

state of available technology and the nature and economics of the various

alternatives and other pertinent considerations. S.C. Code Ann.§ 58-33-

160(1)(c);
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4. That the facilities will serve the interests of system economy and reliability.

S.C. Code Ann. §§ 58-33-270(A)(2); 58-33-160(1)(d);

5. That there is reasonable assurance that the proposed facility will conform to

applicable state and local laws and regulations issued thereunder, including any

allowable variance provisions therein, except that the Commission may refuse

to apply any local law or local regulation that is unreasonably restrictive. S.C.

Code Ann. §58-33-160(1)(e);

6. That public convenience and necessity require the construction of the facility.

S.C, Code Ann. §58-33-160(1)(f).

In addition, pursuant to the Base Load Review Act ("the Act") the Commission

must issue findings that establish:

7. The reasonableness and prudence of the utility's decision to proceed with

construction of the plant considering the information available to the utility at

the time. S.C. Code Ann. § 58-33-270(A)(1);

8. The anticipated construction schedule for the plant construction including

contingencies. S.C. Code Ann. § 58-33-270(B)(1);

9. The anticipated components of capital costs and the anticipated schedule for

incurring them, including specified contingencies. S.C. Code Ann. § 58-33-

270(B)(2);

10. The return on equity for setting revised rates established in conformity with

Section 58-33-220(t6). S.C. Code Ann. § 58-33-270(B)(3);
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11.The choiceof thespecific type of unit or units andmajor componentsof the

plant.S.C.CodeAnn. § 58-33-270(B)(4);

12. The qualification and selection of principal contractors and suppliers for

construction of the plant. S.C. Code Ann. § 58-33-270(B)(5);

13. The inflation indices used by the utility for costs of plant construction, covering

major cost components or groups of related cost components. S.C. Code Ann. §

58-33-270(B)(6);

14. The specific initial revised rates reflecting the utility's current investment in the

plant. S.C. Code Arm. § 58-33-270(C); and

15. The rate design and class allocation factors to be used in calculating revised

rates related to the plant. S.C. Code Ann. § 58-33-270(D).

In making these determinations, the Commission is mindful that a Base Load

Review Order constitutes a "final and binding determination that a plant is used and

useful for utility purposes" and that the plant's "capital costs are properly included in

rates" contingent only upon the construction of the plant within the parameters of "the

approved construction schedule including contingencies; and.., the approved capital

costs estimates including specified contingencies." Id. at § 58-33-275(A). According to

the Act, "[s]o... long as the plant is constructed or being constructed in accordance with

the approved schedules, estimates, and projections set forth in Section 58-33-270(B)(1)

and 58-33-270(B)(2), as adjusted by the inflation indices set forth in Section

58-33-270(B)(6), the utility must be allowed to recover its capital costs related to the

plant tlu'ough revised rate filings or general rate proceedings." Id. at § 58-33-275(C),
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This Order is the first base load review Order issued by the Commission.

Consistent with the intent of the Base Load Review Act, the ORS has conducted an

extensive audit and examination of SCE&G's decision to construct the Units and the

contracts, designs, and permits under which they will be constructed. In doing so, the

ORS relied on the expertise of its staff supplemented by outside consultants with

extensive experience in power plant construction, construction contracting, resource

planning, transmission planning, load modeling, economics, and environmental and

nuclear permitting. As the record shows, this ORS team conducted a detailed audit and

evaluation of all aspects of the Company's decision to proceed with construction of Units

2 and 3 and the plan for doing so, including the design and licensing of the proposed

Units, and the Engineering, Procurement and Construction contract for their constraction.

Other parties have conducted similar reviews, and the Company has submitted extensive

testimony from multiple witnesses concerning all aspects of the decision to construct

these Units. At the hearing in this matter, the Commission heard from 22 witnesses

including SCE&G's senior leadership and the experts sponsored by the ORS and the

intervenors. The rulings that follow are based on the record produced as a result of this

testimony and analysis.

III. SITING ACT FINDINGS

A. The Basis for the Need for the Facility

Under the Siting Act, the Commission must find and determine the "basis of the

need for the proposed facility." S.C. Code Ann. § 58-33-160(1)(a). As Company

President Marsh testified, SCE&G presently serves more than 640,000 electric customers
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in 24 countiesin central and southernSouthCarolina. To meet the needsof those

customers,SCE&Gownsand/oroperatestencoal-firedfossil fuel units (2,484MW), one

cogenerationfacility (90 MW), eightcombinedcycle gasturbine/steamgeneratorunits

(gas/oil fired, 1,319 MW), eighteenpeaking turbines (347 MW), five hydroelectric

generatingplants (227 MW), onepumpedstoragefacility (576 MW) and a two-thirds

share(644MW) of Unit 1which it ownsjointly with SanteeCooper. In 2007,thetotal

net generatingcapability of all 8CE&G facilities was 5,687 MW and its total supply

capacity,when supplementedby two relatively small long-termpurchases,was 5,745

MWs. Thiscapacitywasusedto servea2007peakdemandof 5,248MW, whichresulted

in anon-systemreservemarginof approximately9%. (Tr. II, p. 150,i. 3- 6.) To selwe

its customersreliably, andto accountfor extremeweather,unanticipatedplant outages,

andforecastuncertainties,SCE&Gmustmaintaina certainamountof capacityaboveits

forecastedpeakdemandin reserve. SCE&G'sestablishedreservemargintargetis 12%

to 18% of forecastedpeak demand,a target supportedby the ORS's expertwitness,

GeorgeW. Evans.2 (Tr. VI, p. 1338,1. 13- 15;Tr. VIII, p. 2000,1.22 and Hearing

Exhibit 20,GWE-1.)

As set forth in Exhibit G to the CombinedApplication, and astestified to by

Companywitness Lynch, the Companyforecaststhat its firm territorial demandwill

grow 1.7%peryearoverthenext 15years. (HearingExhibit 12,JML-t, p. 1- 3.) In his

loadforecast,Dr. Lynch assumedthat futuredemandgrowthwill bereducedor off-setby

the new federalefficiency standardsfor heatingandair conditioningunits,new federal

2Toprovidethenecessaryreservemarginin2009,SCE&Gmadeshort-termoff-systemcapacity
purchasestosupplementthe9%insystemreservemarginreferencedabove.
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standardsfor residentialand commerciallighting efficiency, and by the expiration of

eun'entwholesalecontractswith theCities of OrangeburgandGreenwoodandtheNorth

CarolinaElectric MembershipCorporation. (Tr. VI, p. 1334, 1. 3 - 15.) For those

reasons,Dr. Lynch's 1.7%demandgrowthforecastis substantiallylessthanSCE&G's

historical retail load growth of approximately2.5% peryear during the past 15 years.

(Tr. VI, p. 1334,1.7-p. 13351.22.)

Nevertheless,in light of anticipateddemandgrowth, SCE&G's resetwemargin

will declineto 2% by 2016unlessnewgeneratingcapacityis addedbeforethen.Adding

the capacityrepresentedby SCE&G's ownershipportionof Unit 2 to the systemin 2016

would increaseSCE&G's reservemarginfrom 2% to 13%in that year. By 2019,the

reservemarginwould fall to -3.9% if nonew generationhasbeenaddedin the interim.

AddingUnit 2 in 2016andUnit 3 in 2019would increaseSCE&G's2019reservemargin

to 16.8%.3 (HearingExhibit 12,JML-1,p. 1.)

Dr. Lynch and Mr. Marsh also testified that demand growth is only part of the

need SCE&G seeks to meet by adding Units 2 and 3. According to these witnesses, for

the past 12 years, the Company has met demand ga'owth on its system by adding peaking

and intermediate resources to its generation fleet. As a result, they testified that the

Company now has a specific need to add additional base load capacity to its system. (]'I'.

II, p. 150, 1. 14 -p. 160, I. 4; Hearing Exhibit 12, JML-2, p. 1 - 11.)

3 The reserve margins that Dr. Lynch forecasts with the additions of Units 2 and 3 are within
SCE&G established range of target reserve margin. Even so, it is not unusual for the Company to exceed
that target margin in years when new base toad or intermediate capacity is added to SCE&G's system.
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Someintervenorschallengedthe reliability of SCE&G load forecastsasa basis

for assessingtheneedto constructUnits2 and3. Thosechallengesincludedcontentions

1) thatloadforecastslike Dr. Lyneh'saregenerallytoouncertainto supporta decisionas

to theneedfor new capacityin 2016and2019;2) that Dr. Lynch's toadforecastsdonot

suitablyaccountfor additionalDemandSideManagement("DSM") relatedreductionsin

load growththat may occur in the future; and3) that it is imprudentto rely on current

load forecastsin light of the sharp economicdownturn that the nation is currently

experiencing.Certain of the intervenorsalso challengedthe Company's testimony

indicatingthat it hasa specificneedfor basetoadgenerationin the2016and2019time

period. Eachof thesechallengesis discussedbelow.

1. The General Reliability of SCE&G's Load Forecasts

The ORS's expert witness, Dr. Zhu, testified that SCE&G's load forecasts

incorporate extensive economic data and analysis and are based on data and

methodologies that are consistent with accepted indusW standards and practices.

(Tr. VIII, p. 1967, 1.7 - 13.) As part of the ORS audit of the Company's filing, Dr. Zhu

conducted a detailed review and analysis of Dr. Lynch's forecasts. To measure the

accuracy of these forecasts, Dr. Zhu compared Dr. Lynch's forecasts over the past seven

(7) years with actual growth rates on SCE&G's system. (Tr. VIII, p. 1967, 1.14-1.21;

Hearing Exhibit 19, ZZ-3.) He also compared SCE&G's forecasted demand growth rates

with the forecasted demand growth rates of other utilities in the region. (Tr. VIII, p.

1963, 1. 11 - 13.) Dr. Zhu's conclusion was that Dr. Lynch's forecasts are reasonable.

(Tr. VIII, p. 1970, 1. 16-17.) Dr. Zhu stated that in determining need, SCE&G forecasted



DOCKETNO. 2008-196-E- ORDERNO. 2009-104(A)
MARCH 2, 2009
PAGE 13

total energysalesgrowthandpeakdemands.Overthenext 15years,from 2008to 2022,

accordingto the Company'sMay 2008 updateto its IntegratedResourcePlan, total

energysales growth is forecastto grow an averageof 1.3% per year, and the finn

ten'itorial summerpeak andwinter peak demandsareprojectedto increaseat 1.7%a

year. (Tr. VIII, p. 1963,I. 5-8.) Dr. Zhn alsoconcludedthat theresulting load growth

ratesfor SCE&Gareconsistentwith theforecastsof otherregionalutilities. (]'1'.VIII, p.

1963,l. 11- 13.) TheFOEassertionthat muchhashappenedsincetheCompany'sIRP

issuancemay be factually true, but this Commissionbelieves that the Company's

forecastingmakesallowancesfor theseoccurrences,asdiscussedbelow.

Dr. Zhu concludedthat Dr. Lynch's currentforecasttendsto takea conservative

approachto measuringdemandgrowth. For instance,the current forecastdoes not

assumethat any wholesaleload will replacethe wholesalecontractswith the City of

Orangeburg,the City of Greenwoodand the North Carolina Electric Membership

Corporationthat will expireduring the planningperiod. Dr. Zhu's opinion is further

supportedby CompanywitnessMarsh's testimonythat currentforecastsdo not assume

that anynew electrictechnologiesor applicationslike electricvehiclesplacesubstantial

loadson thesystem. (Tr. VIII, p. 1965,1.15- 1.19;Tr. VIII, p. 1968,1.3 - 11; see also

Tr. II, p. 159, 1. 5 - 16.) The 1.7% demand growth rate that Dr. Lynch derived from these

forecasts is 35% less than historical growth rates for the prior 15 year period. As Dr. Zhu

testified, the conservative nature of these assumptions creates results that tend to

understate the need for Units 2 and 3 rather than overstate that need. (Tr. VIII, p. 1968, 1.

3 -4.)
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Thereasonablenessof Dr. Lynch's loadforecastwasalsosupportedby Mr. Marsh

who testifiedfrom anoperationalstandpointconcerningthegrowththattheCompanyhas

experiencedduring thelast 12years.Mr. MarshtestifiedthatSCE&Gservessomeof the

mostrapidlygrowing areasin SouthCarolina. Accordingto his testimony,overthepast

twelveyears,SCE&Ghasaddedsome149,000new customers,which amountsto a 31%

percentincrease.(Tr. II, p. 153,1.15- 17.) Net of retirements,SCE&Ginstalled2,413

miles of new overheadline, 3,014 miles of new undergroundline, 86,065 new

distributiontransformersand139,988newservicepoleson its systemsince1996.(Tr. II,

p. 153,1.17- 20.) Mr. Marshtestifiedthatwhile territorial growthratesmaybeslowed

by thecurrenteconomicdownturn,theareasSCE&Gserveswill continueto beattractive

placesfor residentialandcommercialgrowthin futureyears,andgrowth is anticipatedto

continueoverthe long term. (Tr. II, p. 188,I. 9 - 20.)

Certainof the intervenors,andFOEWitnessBrockway,arguedthatinaccuracies

in utility demandforecastsin the 1960sand 1970sled to an overbuild in baseload

capacity during that period. (Tr. III, p. 417, 1. 5 - 8.) They contendedthat the

Company'scurrentdemandforecastsshouldbediscountedin light of pastforecasts,and

that theCompany'sapplicationshouldbedenied.However,the intervenorsproducedno

specificevidenceor expertanalysisindicatingthat Company'scurrentloadforecastsare

inaccuratein any specific way. The intervenorsdid not rebut Dr. Zhu's testimony

concerningthe detailedreview andanalysishe conductedof Dr. Lynch's forecasts, nor

did they conduct any such review themselves.
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The record showsthat the forecastingerrorsof thirty yearsagowere basedon

specificconditionsthatarenotpresenttoday. Specifically,thirty yearsago,utilities were

projecting compoundgrowth ratesof 6% -7%. (Tr. III, p. 310, 1. 12 - 20.) Current

demandprojectionsaremuch lower, and aredriven by new customerscomingon the

systemmorethanby assumptionsof increasedpowerconsumptionby existingcustomers

asweretheforecastsin the 1960sand1970s.(Tr. III, p. 310,1.21- p. 311,1.4; Tr. VI, p.

1353, 1.4- 1.10.) The recorddoesnot suppol_tthe conclusionthat SCE&G's current

forecastsm'esubjectto the samesdrtsof errorsaswerecontainedin demandforecastsof

thirty yearsago.

2. Accounting for Future DSM Effects

Several of the intervenors suggested that Dr. Lynch's forecasts were inaccurate

because they failed to take into account the possible reductions in demand growth due to

future DSM programs and increased conservation efforts by customers. The record,

however, shows that SCE&G has included substantial reductions in demand due to

current and forecasted DSM efforts in its forecasts, and that its resource plans provide

room for increased DSM contributions even if Units 2 and 3 arc built. (Tr. II, p. 165, 1. 8 -

- p.t69, 1. 5; Tr. VI, p. 1335, 1.4-p. 1336, 1. 7; Tr. VI, p. 1350, 1. 16 -p. 1353, 1. 16; "it'.

VI, p. 1361,1. 13-18.)

There are two principal types of DSM programs. Demand reduction DSM

programs involve efforts to shift use of power away from peak periods. By shiNng the

time of energy use, such programs reduce the growth in the utility's peak demand.

Energy efficiency programs involve efforts to reduce customers' overall energy
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consumption. Depending on the appliance or end use involved, energy efficiency

programs may or may not materially affect peak demand.

a. Demand Reduction Programs

As Dr. Lynch testified, SCE&G has a very active demand reduction program

which includes its interruptible load program, its standby generation program, its real

time pricing program and its time-of-use rates. These programs are currently reducing

SCE&G's peak demand by approximately 200 MW or by more than 4%. (Tr. VI,

p. 1346, 1. 15 - 18.) Dr. Lynch provided data showing that this 4% reduction is well

above industry standards for utilities in this region, and above the national average, which

is between 2% and 3%. (Hearing Exhibit 12, JML-2, p. 5, Tr. VI, p. 1347, 1. 1-7.) In

addition, SCE&G uses two major generation sources, its Fairfield Pumped Storage Plant

(576 MW) and Saluda Hydro (206 MW') as peak shaving units. The use of these units

further flattens SCE&G's peak demand and reduces the need for additional capacity on

its system to serve customers' peak requirements. (Tr. VI, p. 1347, 1. 1 - 7; Tr. VI, p.

1377, 1. 19-22.)

However, as Dr. Lynch testified, demand-related DSM programs can reach a

point of diminishing returns as existing programs flatten peak demand and customers

have to be interrupted for longer and longer periods to move their loads outside what has

become a longer peak period. (Tr. VI, p. 1346, 1. 15 - p. 1349, 1. 11.) Dr. Lynch testified

that given SCE&G's load shape, and the current level of participation in demand

response programs, customers would need to agree to be intelTupted for a total of two

weeks a year to remove another 100 MW of demand fi'om the system. (Tr. VI, p. 1348, I.
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1 - 7.) In addition,asthe requiredtime of inten'uptionis extended,the ability of the

utility to rely oncustomersremainingon theprogramfor the longterm and interrupting

or defen'ingtheir energyuseasagreedis reduced.

b. Energy Efficiency Programs

The other category of DSM programs is energy efficiency programs. Like other

utilities regulated by this Commission, SCE&G embarked on extensive energy efficiency

programs in the 1980's but these programs were significantly scaled back, with

Commission approval, in the 1990's.

Currently, SCE&G has two categories of energy efficiency programs: customer

information programs and energy conservation programs. (Tr. VI, p. 1349, 1. 14-15.).

SCE&G's customer information programs include its Annual Energy Campaign which

seeks to educate tire company's customers about energy efficiency, and World Wide Web

("Web") based services programs which allow customers to analyze their individual

consumption patterns. (Tr. VI, pp. 1350, 1. 3-8.). Dr. Lynch testified that 174,000

SCE&G customers are registered for Web based account access; and 20% of commercial

consumption is provided under time-of-use or real-time-pricing rates. (Tr. VI, pp. 1350,

1.20-1351, 1.3-4.).

FOE argues in its brief that Company "information only" programs do not

represent a serious attempt to reduce customer usage or peak, and that information alone

is typically not enough to motivate a choice of the alternative. (FOE Brief at 16.) Further

FOE opines that registering for internet access to obtain efficiency guidelines does not

tell us what actions the customers have taken that have saved kilowatt hours, nor does the
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fact that 20% of commercialsalesaremade on TOU or RTP ratesdemonstratethat

customerstaking serviceon theserateshavedoneanythingto achievegreaterefficiency

or moveloadoffpeak. (Id.)

We believe that SCE&G could have done more in generalwith its energy

efficiency programsin the past,especiallyin regardto expansionof residentialenergy

efficiency programs,andalso believethat the Companyis committedto improving its

effectivenessgoing forward. However, action by customersmust first start with

obtainingthe informationon DSMmethodologies.Theavailabilityof TOU or RTPrates

givesconsumersthewherewithalto bebothmoreefficient in their useof energy,andto

move loadoff-peak. Without theprovisionof informationon the availabilityanduseof

theserates,customerssimply cannotreduceusageor shift usageto off-peakhours. We

note that the Companyis hiring additionalenergyauditorsto performresidentialaudits,

andinstituting furtherstudiesandprogramswhichwould aidresidentialandcommercial

consumersin energy savingmethodologies. We expectthat gains will be madein

effectivelycommunicatinginformationon theDSMprograms.(Tr. VI, p. 1351,1.12-13.)

Also like other utilities, SCE&G is in the processof revitalizing its energy

efficiency programsin light of currentenergyprices,generaleconomicconditionsand

the increasedenvironmentalconcernsof its customers.As discussedbelow, SCE&G's

witnessestestified that the Companyis conductinga comprehensivestudyof potential

new DSM offerings and is preparingto presenta new suite of DSM programsfor

Commissionreviewandapprovalin 2009. (Tr.VII, p. 1562,i. 13- 20.)



DOCKET NO. 2008-196-E - ORDER NO. 2009-104(A)

MARCH 2, 2009

PAGE 19

Certain of the intervenors contend that the Company's demand forecasts cannot

be relied on to predict future load until the effects of these new DSM programs can be

evaluated. However, as discussed above, SCE&G's outside energy efficiency consultant

Mr. Pickles testified that significant demand reductions due to the effects of current

energy efficiency and demand reductions programs are already embedded in Dr. Lynch's

forecasts. 4 (Tr. VII, p. 1564, i. 4 - 19; Tr. VII, p. 1612, 1. 15 - 22; see also, Tr. VI, p.

1357, 1. t2 - 22.) In addition, Dr. Lynch's forecasts were adjusted to include a further

5% reduction in retail sales over the period 2011-2019 due to anticipated increases in the

efficiency of heating and air conditioning units and residential and commercial lighting.

(Tr. VI, p. 1358,1.10- 16; Tr. VII, p. 1612,1. 15-22.)

In response to the intervenors' claims, Dr. Lynch modeled SCE&G's future load

assuming an additional 0.50 percentage point reduction in annual energy demand growth

per year due to additional DSM programs. He found that this reduction had no material

effect on the need for Units 2 and 3. (Tr. VI, p. 1358, 1. 5 2_ 7.) By comparison, utilities

in the Southeast averaged only a0.16 percentage point reduction in energy demand

growth due to DSM programs in 2006. (Tr. VI, p. 1382, 1. i0 - 12.) As both Dr. Lynch

and Mr. Pickles testified, the available data and analysis all indicate that the achievable

reduction in demand growth from increased energy efficiency programs will not

4 In this regard, it should be noted that the 209 MW savings listed as the DSM contribution to

meeting peak requirements in the SCE&G Integrated Resource Plan ("IRP") represents only the supply-
side contribution to meeting demand represented by the amount of load that SCE&G intemlpts on short
notice to meet its capacity reserve requirements during system peaks. In other words, the 209 MW is that
portion of interruptible load that can be counted as a generation resource available to meet peak load.
Energy efficiency programs reduce system demand and are embedded in the load forecast that is part of the

IRP analysis.
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materially change the forecasted need for Units 2 and 3. (Tr. VI, p. 1358, i. 5 - 7; Tr.

VII, p. 1564, i. 17 - 19.)

Based on the evidence cited above, the Commission finds that additional savings

due to DSM programs are not a viable substitute for the base load capacity that SCE&G

seeks to build. Contrary to the testimony of FOE witness Brockway, who opined that the

Company had failed to adequately consider DSM in its planning, (Tr. III, p. 364, 1. 17-

19.), the Commission finds Dr. Lynch's forecasts and analyses have properly accounted

for or analyzed the potential for additional DSM-related savings. Moreover, SCE&G's

resource plans contain room for additional DSM related energy savings even with the

addition of Unit 2 and 3 to the system. DSM is a useful supplement to the generation

capacity needed on SCE&G's system. It is not a substitution for it.

c. SCE&G's Commitment to Expanded DSM Programs

The Company's Witness Mr. Pickles testified in detail concerning the scope and

methodology of the "bottom up" DSM program analysis that he is presently performing

for SCE&G along with SCE&G's DSM organization. As Mr. Pickles testified, the

analysis includes the following:

• An assessment of cun'ently-available DSM data specific to SCE&G's

service territory and a gap analysis to identify critical information

needs,

• The identification of a broad range of potential DSM measures and

programs based on a national review of DSM programs and best

practices,
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* Thedeterminationof thepeakdemandandenergyimpactsof themost

promising DSM measuresbasedon a detailedevaluationof service

territory-specific building practices,efficiency levels, weather,and

operationalcharacteristicsusingdetailedhourly computersimulation

models,

e The estimation of the cma'entand future peneta'ationof energy

efficiency measuresand their cost, including evaluationof free-

ridership,

• Theforecastingof thepotentialimpactof theDSM programsusinga

variety of scenarios concerning incentive levels and program

effectiveness,

• A benchmarkingof results against the actual experienceof other

utilities andagainstotherstudiesof the potentialfor DSM performed

in otherjurisdictions,and

• The developmentof DSM's supply curvesand the analysisof the

appropriatetype, scale,and timing of future DSM programsin an

integratedanalysisalongsidepotentialsupply-sidealternatives.

(Tr. VII, p. 1563,1.1-23.)

SCE&G's President, Mr. Marsh, affirmed the Company's commitment to

completethis thoroughand comprehensivereview of potential DSM programsand to

bring theresultsto the Commissionin 2009. (Tr. III, p. 29"1,1. 18- p. 298,1.10.) The

Commissionbelievesthat theseinitiatives by the Companyare critical to the energy
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future of the state,aswell asthe economicwell beingof its consumers,anddirectsthe

Companyto completea comprehensiveandthoroughDSM analysisalongthe linesthat

Mr. Pickles outlined and to presentthe findings and proposalsfor expandedDSM

offeringto theCommissionfor reviewno laterthanJune30,2009.

FOE arguesthat the Company should ask whether additional DSM could

contributeto a planthat couldreplacethe 1,229MW of nuclearpowerthe Companyhas

decidedis thebestoption.(Tr. III, p. 377,1.10-20.) For instance,FOEusesCaliforniaas

an example,stating California has held its per capita consumptionof electricity to

roughly7,000kwh from 1975tlu'ough2004,comparedto thegrowthfrom 8,000kwh to

12,000kwh in the nationalaverageelectricity consumptionover the sameperiod. (Tr.

III, p. 378,1. 13-16.) SCE&Grespondedthat FOE failedto mentionthat theprice for

power in Californiahasincreasedat afasterratethanthenationalaverageandthat today

theresidentialpricefor poweris morethan30%higherthanthenationalaverage.(Tr.VI

p. 1380,1.11-14.) SCE&Gcompareda yearlybill for asinglefamily residenceunderits

ratesassumingyearly usageof 18,500kWh with a yearlybilling Californiaassumingthe

sameusage.(Id.) A customerin SCE&G's territory would pay approximately$2,064

yearly under SCE&G's currentapprovedrateswhile a Californiacustomerwould pay

approximately $4,258 under Pacific Gas & Electric rates, $3,171 under Southern

California Edisonratesand $3,628underSanDiego Gas& Electric rates(Tr. VI, pp.

1380, 1. 18-1381,1. 1.) SCE&G assertedthat with such higher rates,more DSM

programscanbecostjustified. (Tr.VI, p. 1381,1.2-3.)During thehem'ingonthis matter,

FOE witness Brockway agreedthat California historically has had higher rates and
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continuesto havehigher rates.(Tr., Vol. III, p. 504,1.1-3.) SCE&Galso assertedthat

California's levelizedelectricity consumptionis likely to be asmuch the resultof high

costsfor electricityastheeffectivenessof DSM programs.(Tr. VI, p, 1381,1.3-7.) FOE

witness Brockway acknowledgedthat manyof the utilities with reductionsin energy

salesattributableto DSM savingshaveresidentialpricesfor energythat aresignificantly

higherthan theaverageretail price in SouthCarolina.(Tr. III, p. 478,1.20-22.Seealso

CompositeHearingExhibit 1, Exhibit NB-3.) Mrs. Brockway's Exhibit NB-3 shows

annualDSM EnergySavingsbut it fails to reflect the incrementaleffectsfor bothenergy

andpeakdemandimpact.(SeeHearingExhibit 25showingpeakdemandreductionfrom

DSM.) Incrementaleffectsareimpactsonenergyandpeakdemandfrom newprograms

andnew customers.

FOE cites ORSwitnessEvansashavingacknowledged"the Company'sflawed

andinadequateDSM program,"by quotingthewitnessassayingthat theORSpanelwas

"very critical of the company'sDSM efforts.',(Tr. IX, p. 2255, 1. 10-12.) However,

Evansalsotestified that the Company"hasrespondedto that very well" to the criticism

with its plansfor futureprograms.(Id.)

3. Effects of the Current Economic Downturn on Load

Certain of the intervenors contend that are not reliable due to the current

economic downturn. However, Dr. Lynch testified that he has continued to update his

load growth forecasts to include the current economic data and forecasts up to the time of

the hearing. (Tr. VII, p. 1539, 1. 14 -p. 1541, i. 2.) He did so using the economic data

and forecasts that the Company regularly receives from national economic consulting
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firms. Id. Dr. Lynch testifiedthat this updatedanalysisshowedthatthe impactsof the

crescenteconomicdownturnon loadgrowthforecasts,while potentiallysignificantin the

neat'term,have only a minor impacton the toadforecastsfor 2016and2019,andthat

theseimpactsdonot changetheforecastedneedfor Units2 and3. (Tr. VII, p. 1540,1.4-

7.) He also testified that he analyzedthe load growth patternson SCE&G's system

duringandaftermajor recessionsoverthepast30years.Thedatashowsthatloadgrowth

on SCE&G's systemslowedbut did not stopevenduringthemostsevereof thehistoric

recessions.Whenthesepastrecessionsendedtherewasanacceleratedgrowthin loadthat

offsetmuchof theeffectof theearliergrowthreduction. (Tr. VII, p. 1539,1.2 - p. 1542,

I. 25.)

While the current economicdownturn is a matter of concernto all South

Carolinians,it is importantthat long-terminfrastructureprojects neededto meet the

state'sfuture energydemandsnot be shelvedtoo quickly. To prosperand competein

globalmarketsin the future,SouthCarolinawill needefficient, reliableenergysources.

The generationcapacitySCE&Gnow seeksto build will take 12yearsto completeand

will servethe statefor asmany as 60 yearsthereafter. The Commissionagreeswith

Companywitness Addison who testified that long-term decisionsrelatedto energy

capacityshouldbe basedon the long-rangeneedsof the systemandthe stateeconomy,

not shorter-termconsiderations.

4. Flexibility to Respond to Changes in Demand or Supply

An important consideration in assessing the need for Units 2 and 3 is their benefit

to the system even if the demand or supply patterns are different than forecasted. It is



DOCKETNO.2008-I96-E- ORDERNO.2009-104(A)
MARCH 2,2009
PAGE25

possiblethat demandon SCE&G's systemmaygrow fasterthananticipated. If so,the

benefitsfrom choosingto build Units 2 and3 at this time are likely to be greaterthan

anticipated.But therecordalsoshowsthat if DSMmeasures,alternativeenergysources

or adverse economic conditions reduce SCE&G's load capacity requirements

significantly below forecast,Units 2 and3 will still be quitevaluable. WitnessMarsh

testifiedthat at present64% of SCE&G's baseloadcapacityis in plantsthatwerebuilt

between1953and1973. (Tr. II, p. 158,t. 15- 17.) Theseplantswill beonaveragemore

than 50 yearsold by 2019 and may requiresubstantialcapital investmentsto meet

reliability requirementsandincreasinglystringentenvironmentalregulations. (Tr. II, p.

158,1.t7 - 18;p. 160,i. 20 - 22.) If loadgrowthis slowerthanexpected,addingUnits2

and3 mayallow SCE&Gto reduceits relianceon its agingfleet of coal-firedplants,and

perhapseven retire some of the lessefficient plants. (Tr. VI, p. 1392,1. 9 - 13.)

Allowing theseolder plants to be retired or usedless intensivelyin the future could

benefitthe systemin termsof reliability, environmentalcomplianceandfuel efficiency.

The evidenceindicatesthat thecapacityrepresentedby Units2 and3 will provideuseful

flexibility for SCE&G's generationin the future. Units 2 and3 canprovidesignificant

benefits to SCE&G's system even if load growth dm'ing the coming decadesis

substantiallybelowforecast.

5. The Company's Need for Base Load Capacity

Certain of the intervenors challenged the testimony of Dr. Lynch and Mr. Marsh

that the Company has a specific need for base load capacity in the 2016-2019 time

period. As the testimony of record indicates, base load capacity is fuel efficient



DOCKET NO.2008-196-E- ORDERNO. 2009-104(A)
MARCH 2, 2009
PAGE26

generatingcapacityintendedto run for thousandsof hoursa yearand at high capacity

factors. (Tr. II, p. 187,1.22- p. 188,1.8.) Suchplantsarethefoundationuponwhich an

electricsystemoperatesandonwhich it reliesfor themajorityof theenergyusedto serve

customers. (Tr. II, p. 151,1.8 - 13;Tr. II, p. 188,i. 3 - 8.) Peakingandintermediate

unitsareintendedto run for substantiallyfewerhoursperyear. (Tr. II, p. 152,1.3 - 8.)

As Mr. Marsh testified, SCE&G last addeda baseloadresourceto its electric

systemwhenCopeStationwent intocommercialoperationin 1996. (Tr. II, p. 155,1.9-

11.) Sincethat time, energyuseonSCE&G'ssystemhasgrownby 31%. (Tr. II, p. 155,

1.14- 15.) By 2016, energyuseon SCE&G's systemis forecastedto havegrownby a

total of 44%. (Tr. II, p. 155,1.15- 17.)

Currentoperatingstatisticsdemonstratethe importanceof baseload generationto

serving customers'energyneeds. During 2007, baseload plants constituted56% of

SCE&G's generationcapacity. (Tr. II, p. 158,1.6 - 7.) However,they producedover

80%of the energyusedby SCE&G'scustomersduringthat year. Baseloadcapacity--

which represented75% of SCE&G's generatingcapacityin 1996--is forecastedto drop

to 45% asashareof totalgenerationcapacityby 2020unlessnewbaseloadresourcesare

addedin the interim. (Tr. II, p. 158,1.9- 12.)

CompanywitnessLynch notesthat, in its application,the Companystatedthat it

would takeapproximately10,276MWs of solarpanelscovering61,656acresor 6,852

MWs of wind turbinescovering120,192acresto produceanamountof electricenergy

equivalentto that of 2,234MWs of nuclearcapacityrepresentedby thetwo plantsunder

question.FOEarguesthattheCompanyis merelysettingup a"strawman"by estimating
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the amountof alternativeenergygeneratingfacilities that wouldbe requiredto displace

2,234 MW of generationin suchaway that wouldexcludeall generationbut baseload.

We understandthat FOE and someof the intervenorsarenot arguingthat alternative

energycanfulfill all of thestate'sfuturegenerationneeds.However,Dr. Lynch's exhibit

doesillustrate how difficult it would be to producethis amountof cleanenergyfrom

anotherresource.(Tr. VI, pp. 1373, 1. 13-1374,1. 4) Basedon the foregoing,the

Commissionfinds that the record supportsthe Company'stestimonythat the specific

capacityneedfor 2016and2019is mostreliably andefficiently metthroughtheaddition

of newbaseloadcapacityto its system.Units2 and3 representsuchcapacity.

6. The Single Unit Proposal

Certain of the intervenors suggested that the Commission should authorize

SCE&G to build one new nuclear unit but not two. The record, however, does not

support this proposal as being reasonable, economical or prudent. (2"1'. III, p. 570, 1. 13-

21 .) All U.S. utilities that have selected AP1000 units have opted to license and construct

two units per site. As the record shows, the price SCE&G received fi'om

Westinghouse/Stone & Webster was premised on construction of two units in sequence,

and substantial cost savings are included as a result. (Tr. II, p; 278, 1. 23 - p. 279, 1. 6.)

The construction of two units allows SCE&G to partner in this project with Santee

Cooper on a 55%-45% basis, spreading risk in the project, and providing a benefit to the

the state's electric cooperatives and their customers. As a result, SCE&G will only own

the equivalent of 1.1 complete units when the construction of both Units is finished. If

the Commission were to deny SCE&G the authority to proceed with construction of the
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secondunit, thefirst unit will haveto bere-pricedandthepriceperKW of that unit will

riseby a significantamount. (Tr. II, p. 162,1.9- 16.).Thereis noassurancethat anew

EPCcontractcouldbe successfullynegotiatedfor oneplant at termsthat wouldbenefit

SCE&G'scustomers.

Approving only oneunit wouldplaceSCE&G in thepositionof payinga higher

costperKW for the capacityit buildsandbuilding only half of the capacitythat it will

need in the next 12 years. For these reasons, the Commission finds that approving only

one unit would not be reasonable, economical or prudent as compared to approving two

units as proposed by SCE&G.

7. Conclusion as to Need

Having carefully reviewed the evidence of record in this proceeding, the

Commission finds that the load forecasts presented by Dr. Lynch and reviewed and

audited by ORS Witness Dr. Zhu provide a reliable and appropriate basis for assessing

the need for Units 2 and 3. The Commission finds that the Company has in fact

demonstrated the need for the Units and the need to proceed with their construction.

B. Nature of tile Probable Environmental Impacts

The second finding and determination required by the Siting Act is a finding as to

the "nature of the probable environmental impact" of Units 2 and 3. S.C. Code Ann. §

58-33-160(1) (b). As the record shows, Units 2 and 3 will be constructed on the site of an

existing nuclear generating station whose environmental conditions have been closely

monitored for over 30 years. (Tr. X, p. 2479, i. 4 - 10; Hearing Exhibit 30, SJC-3.) In

addition, the environmental conditions at the site have been evaluated in detail at least
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threetimes: in the initial NRC licensingof Unit 1,in therecentNRC licenserenewalfor

Unit 1, andin preparationof the environmentalreport thatwasprovidedto the NRC as

part of the Company'sCombinedOperatingLicenseApplication("COLA") for Units 2

and3. (Tr. X, p. 2479,1.4- 10;Tr. X, p. 2523,I. t2 -20.)

CompanywitnessesStevenConnorand StephenSummertestifiedconcerningthe

most recentenvironmentalreport and its conclusions.That report is over 1,100pages

long and representsthe work of over25 major contributorsand over25,000hoursof

work by environmentalexpertsand others. (Tr. X, p. 2417, 1. 3 - 10.) The report

examineda comprehensivelist of possible environmentalimpactsof the plant and

provideda detailedanalysisof SiteandVicinity LandUse;Air Quality; WaterQuality;

Water Quantityand Use; TerrestrialEcosystems;Aquatic Ecosystems;Threatenedand

EndangeredSpecies;Historic and Cultural Resources;and Transportation. (Tr. X, p.

2431, 1.1.) The report specifically examined the likely radiologicat impacts of the plant

and the provisions for the storage and disposal of low-level wastes and spent fuel

assemblies. (See generally, Tr. X, pp. 2436 -2446.)

The report concluded that the impact of the plant on each of the areas enumerated

above would be "small," which is defined as enviromnental effects which are not

detectable or are so minor that they will neither destabilize nor noticeably alter any

important attribute of the resource. (Tr. X, p. 2447, 1. 14 - 15.) The only exception was

in the area of transportation. The report concluded that the effect of the Units on traffic

patterns in the vicinity of the Units would be small to large, with the greatest impact due

to the increased road use in the area caused by construction traffic but would be moderate
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duringtheoperationof the facility. (Tr. X, p. 2448,1.1.) Moderateimpactsaredefined

asenvironmentaleffectswhich aresufficientto alternoticeably,butnot to destabilizeany

important attributeof the resource. (Tr. X, p. 2418, 1. 16 - 18.) Large impacts are

defined as environmental effects which are clearly noticeable and are sufficient to

destabilize sufficient to alter noticeably, but not to destabilize any important attribute of

the resource. SCE&G had indicated that it will work with the Department of

Transportation ("DOT") to mitigate the impact that traffic and transportation activities

will have on the area.

ORS Witness Crisp testified concerning ORS's review and audit of this

environmental information. (Tr. VII, p. 1916, 1. 4-p. 1919, 1. 15.) ORS witness Crisp

testified that SCE&G had fulfilled its obligation for filing its environmental report with

the NRC and had established a protocol to address the necessary permitting from state

and federal agencies to protect the South Carolina environment, and he supported the

conclusion that the environmental effects of the plant would be as set forth in that report.

(Tr. VIII, p. 1919, 1. 8 - 15.)

At the hearing, FOE contended that the analysis did not properly account for the

environmental concerns related to the long-term disposal of spent fuel from the facility.

The record, however, shows that the facility has capacity in its spent fuel storage pool to

store the spent fuel assemblies generated by 18 years of operations. (Tr. III, p. 613, 1.7 -

10.) In addition, the Company plans to construct a dry cask storage facility in the near

future to store spent fuel from Unit 1. (Tr. III, p. 613, 1. 10 - 13.) The facility would be
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designedto accommodateor to beexpandedto accommodatespentfuel from Units2 and

3 whentheir spentfuel poolsarcfilled. (Tr. III, p. 613, 1.13 - t6.)

As the recm'd indicates, dry cask storage is a means to store spent fuel assemblies

which have been held in the spent fuel pool for five years or more to allow the

radioactivity levels in them to decay to acceptable levels. These fuel assemblies are

placed into heavy stainless steel containers that are welded shut and placed into a

concrete overpack which is also sealed. (Tr. III, p. 614, 1.2 - 10.) The resulting cask can

then be stored for an virtually indefinitely period either on a pad above ground or below

ground in a shallow concrete silo. (Tr. III, p. 614, I. 8 - 10.) Other than fencing and site

security, the casks require no maintenance or upkeep and do not emit levels of radiation

that require special precautions. (Hearing Exhibit 30, SJC-3.) Within the casks, radiation

levels continue to degrade as the assemblies are stored. (Tr. III, p. 614, 1.2 - 10.)

Dry casks provide long-term storage for spent fuel assemblies but do not

constitute permanent repositories for them. However, as the Company points out, the

long-term disposal of spent fuel assemblies is a statutory responsibility of the federal

government. See the Nuclear Waste Policy Act of 1982, 42 U.S.C. § 10101 et seq., 42

U.S.C. 10131(b)(1), 10 C.F.R. §961.11. As the record indicates, the U.S. Department of

Energy must enter into an agreement to take ultimate responsibility for the fuel as a

condition of the NRC issuing a license for the Units. (Tr. X, p. 2460, I. 16 - 19.) As the

record also indicates, the federal Department of Energy is proceeding with licensing of

the Yucca Mountain repository as a long-telan site for such fuel assemblies. (Tr. IV,



DOCKETNO. 2008-196-E- ORDERNO.2009-104(A)
MARCH 2, 2009
PAGE32

p. 740, 1.5.) The licenseapplicationfor the facility has recentlybeensubmittedto the

NRC.

With regardto radioactivesolidwaste,SCE&G witnessConnortestifiedthat the

facility operationsshouldnot result in anyhigh-levelor transuranieradioactivewastes.

(Tr. X, p. 2440,1.20-21.) If so,Colmortestifiedthat theU.S.Departmentof Energywill

disposeof the fuel. (Id.) Thefacility, however,will generatelow-level radioactivewaste

madspentnuclearfuel ("SNF"). (Tr. X, p.2440,1. 11-12.)Connorstatedtheprocedures

anddisposalmethodsemTentlyutilized for theradioactivewastedisposalof the existing

nuclearunit will alsobeutilized for thenewunits. (Tr. X, p. 2440,1.t2-14.) Low-level

radioactive waste is stored on-site on an interim basis before being shipped to a

permanentdisposalfacility. (Tr. X, p. 2440, 1. 16-17.) FOE challengedthe storage

facilities by arguing there is no long-termstoragesolution (Tr. X, p. 2591,1. 16-25.)

SCE&G witnessComlor testified that until the federalgovernmenttakespossessionof

thespentfuel, SCE&G wiU storethespentfuel asit currentlydoeswith its existingunit

by utilizing spentfuel poolsanddry caskstorage.(Tr. X, p- 2592,i. 5.)FOEquestioned

the safetyof utilizing dry caskstoragefor a numberof years.(Tr. X., p. 25981.18-21.)

SCE&G witness Connor respondedby stating the dry cask storagefacilities will be

• maintained.(Tr. X, p. 2598,1.22-24.)

For the Commissionto find that long term disposalof spent fuel assemblies

constitutesanegativeenvironmentalimpactof Units 2 and3, it wouldhaveto conclude

that the federalgovernmentcannotor will not meet its statutoryresponsibilities. We

declineto do so. The Commissionpresumesthat thefederalgovernmentwill honor its
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commitmentto storespentfuel, andno convincingevidencehasbeenpresentedthat it

will notdo so.

Similarly, FOE challengedthe environmentalrecordof the Bamwell low-level

nuclearwastedisposalfacility as posing a potential environmentalproblem with the

siting of Units 2 and 3. The Bamwell facility acceptslow-level wasteonly from

generatorsin SouthCarolina,New Jerseyand Connecticut,andwould acceptlow-level

nuclearwastefrom the proposedUnits 2 and 3. (Tr. IV, p. 750,1. 12- p. 751, 1.9.)

Additional facilities exist in otherstates,andnew facilities arebeingpermittedat this

time. (Tr. IV, p. 751, 1.20 - 21; Tr. X, p. 2440, . 16 - 19.)The Barnwell facility is

extensivelyregulatedby theDHEC. (SeeS.C. CodeAnn. § 13-7-40et seq.; S.C. Regs

61-63.) The purpose of that regulation is to ensure that this facility complies with

applicable environmental regulations such that its activities do not result in injm2¢ to the

environment of the state of South Carolina. There is no basis on this record for the

Commission to find that DHEC will not fulfill its legal duties, or that the potential use of

the Barnwell facility constitutes a negative environmental impact of building Units 2 and

3 that might prevent those units being approved by this Commission under the Siting Act.

C. Justification of the Impact oll the Environment

The third finding and determination required by the Siting Act is whether "the impact of

the proposed facility is justified considering the state of available technology and the

nature and economics of the various alternatives and other pertinent considerations."

S.C. Code Ann. § 58-33-160(1)(c). The environmental report concluded that wind, solar,

biomass and hydro generation were not feasible alternatives to nuclear or fossil fired
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generation. As to solar and wind generation,the environmentalreport concludedthat

theseenergysourceswould have greaterenvironmentalimpactsthannucleargiventhe

amountof areathat would needto be dedicatedto them and the new transmission

facilities theywould require.(Tr. X, p. 2450,1.5- 8.) Forpurposesof theenvironmental

assessment,coal and gas generationwere identified as the principal alternativesto

nucleargeneration. Both coal and gasalternativeswere found to have significantly

greaterenvironmentalimpactsthanUnits 2 and3, dueprincipally to significantlyhigher

air emissions,specifically the amount of additional CQ, nitrous oxides, SO2and

particulatesthat would beemittedby eithergasor coalgeneration.(HearingExhibit 30,

SJC-3.) The environmentalreport concludedthat from an environmentalstandpoint,

nucleargenerationwas the best alternativefor meetingthe energyneedsof SCE&G's

customerswith the leastimpactson the environment.(Tr. X, p. 2450,1.13- 150 The

Commissionfinds thatthis conclusionis amplysupportedon therecord.

D. Contribution to System Economy and Reliability

The fourth finding required by the Siting Act is whether the Units "will serve the

interests of system economy and reliability." S.C. Code Ann. § 58-33-160(1) (d).

1. System Economy

In evaluating the contribution of Units 2 and 3 to system economy, the

Commission is required to assess a) the projected cost of power to SCE&G's customers if

Units 2 and 3 are built, as compared to b) the comparable cost to customers if alternative

means of meeting demand are chosen. This analysis properly includes an assessment of

all the costs of power from Units 2 and 3 and all the costs of power from the most



DOCKET NO.2008-196-E-ORDERNO. 2009-104(A)
MARCH 2, 2009
PAGE35

competitivealternativesupplyresourceor resources.The relevantcostsinclude capital

costs,operatingandmaintenancecosts,fuel costsandenvironmentalcompliancecosts.

This competitiveeconomicevaluationalsoproperlyincludesanevaluationof the needs,

conditionandoperatingrequirementsof SCE&G'selectricsystemasa whole,aswell as

the abilities of various supplyscenariosto respondto uncertaintiesin such things as

aggregatefuturefuel costsandenvironmentalcompliancecosts.

SCE&G selectedUnits2 and3 asthe appropriateresourcesto meetits 2016and

2019energyneedsbasedonanalysesperformedby its ResourcePlanningGroupoverthe

period2005-2008. (Tr. II, p. 160,1.I 1- p. 161,1.6.) Thoseanalysescomparedthecost

to customersfi'om resourceplans basedon adding Units 2 and 3 to three principal

alternativeplans; 1)plansthatreliedon two coalgenerationplantsof similarcapacityto

SCE&G's ownershipportionof Units2 and3 supplementedby simple-cyclegaspeaking

units, 2) plans that relied on adding one, two or three units of combined-cyclegas

generationsupplementedby simple-cyclegaspeakingunits, and3) plansthat reliedon

simple-cyclegaspeakingunitsexclusively.(Tr. VI, p. 1353,1.22 -p. 1354,1.9.) Based

on theseanalyses,the Companydeterminedthat constructingUnits2 and3 providedthe

bestcontributionto systemeconomyof anyalternative. (Tr. VI, p. 1358,1.5 - 7.)

In conductingtheseanalyses,the Companyfirst performeda basecaseanalysis

which evaluatedthese four alternative supply scenariosusing a consistent set of

assumptionsrelatedto futurefuel costs,environmentalcompliancecostsandothercosts.

(Tr. VI, p. 1355,1.7 - p. 1356,1.8.) The Companythenconductedsensitivityanalyses

in which these four competing generation plans were analyzed under varying
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assumptionsrelatedto thesecosts.As CompanywitnessMarshtestified,theCompany's

evaluation of these four alternativesalso included a qualitative assessmentof the

alternativesagainstthe strengthsand weaknessesof the Company'scurrentgeneration

fleet, the operatingneedsof the electric systemandtheenvironmentalcompliancecost

risks, fuel costrisks andoperationalrisks inherentin SCE&G's currentgenerationmix.

(Tr. II, p. 170,t. 17- p. 175,1.2.)

As Mr. MarshandDr. Lynch.testified,Units2 and3 emergedastheCompany's

prefel_edcapacityoption in each of theseanalyses,i.e., the base case analysis, the

sensitivity analysis and the qualitative analysis. (Tr. II, p. 170, 1.4 - 14; Tr. VI, p. 1355,

1. 7 - p. 1357, t. 7.) The ORS reviewed and audited these analyses, and ORS Witness

Evans testified that they considered reasonable alternatives, and arrived atwhat will

likely be the most economical plan for meeting SCE&G's base load generation needs.

(Tr. VIII, p. 2002, p. 21 -p. 2003, 1.2.)

As Dr. Lynch and Mr. Marsh testified, the quantitative analysis of capacity

options principally focused on the relative cost of those units compared to coal or

combined cycle gas generation. (Tr. II, p. 164, I. 19 -p. 165, i. 3; Tr. VI, p. 1353, 1. 18 -

p. 1354, 1. 9.) As Dr. Lynch's and Mr. Pickles' testimony shows, and as will be discussed

more fully below, wind, solar, biomass and DSM programs were evaluated by the

Company but did not emerge as competitive alternatives to nuclear, coal or natural gas

fired generation. (Tr. VII, p. 1607, 1.14 - p. 1608, 1.14; Tr. VI, p. 1339, 1. 8 - 12.) (The

contribution that DSM programs can make to system supply needs is by limiting demand

growth and is discussed in the preceding section of this order.)
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The Companymaintainsthat it did not intendto minimize the role that wind,

solar, biomassand DSM programscouldplay asa supplementto additionalbaseload

capacityin meetingfutureenergyneeds. SCE&G'sculTentresourceplansincluderoom

for increasingthe contributionto systemrequirementsfrom thesealternatives. (Tr. II,

p. 165,1.14 - 22.) However, for various reasonsdiscussedmore fully below, these

generationsourcesarenot a reasonablealternativeto addingbaseload or intermediate

generationresourcesto meetcapacityneedsin the2016and2019timeperiod.

As for coal generation,the Company'sanalysisshowedthat coal generation

capacitywould not becompetitivewith combinedcyclegasgenerationprimarily dueto

thecostof constructingfully environmentally-compliantcoalplants,aswell astherecent

increasesin the costof coal,andthepotentialcostsassociatedwith CO2emissionsfi'om

coatgeneration.(Tr. II, p. 165,1.5- 13.) As Dr. Lynch testified, coal was competitive

with nuclear only on the assumption that there would be no costs associated with CO2

emissions. (Tr. VI, p. 1356, 1. 11 - 13.) SCE&G did not believe that to be a reasonable

assumption in light of the current political and environmental climate and considering the

life-span of base load units. However, as Dr. Lynch testified, even if CO2 costs are

assumed to be zero, coal is still not the most competitive alternative to nuclear since

under that assumption combined cycle gas generation is less expensive than coal.

(Hearing Exhibit 12, JML-2, p. 9.) None of the parties contested 8CE&G's conclusions

related to coal generation.

The Company's analysis also showed that a generation plan based exclusively on

simple-cycle gas generation was not competitive with combined-cycle generation under
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any set of cost assumptions.(Hearing Exhibit 12, JML-2.) Simple-cycleunits are

peaking units. Their much lower fuel efficiency resultsin higher overall coststo the

systemwhenthey are reliedon to servewhat is predominantlya baseloadrequirement.

(Tr. II, p. 152,1.3 - 8.)

As Dr. Lynch's testimonyshows,the costsassociatedwith futureCO2regulation

are a major driver in the comparativeevaluationof nucleargeneration,combined-cycle

natural gasgenerationand coal generation. As comparedto the nucleargeneration

scenario,a combined-cyclegasscenariowould increaseSCE&G's COz emissionsby

8,500,000tons per year or 510,000,000tonsover the 60-yearlife of a plant. (Hearing

Exhibit 12, JML-2, p. 3.) A coat scenariowould increaseSCE&G's emissionsby

19,000,000tonsper year,or over 1.1billion tonsof additionalCO2emissionsovera 60

yearplantlife. (_., p. 4.) Giventhemagnitudeof the increasein carbonemissionsfrom

the coal and natural gas scenarios,the cost analysescomparingcombined-cyclegas

generationand coal generationto nucleararequite sensitiveto assumptionsconcerning

futureCQ compliancecosts.

Thebasecasescenariopreparedby Dr. Lynch's groupshowedthatUnits2 and3

would bemoreeconomicalthancombined-cyclegasgenerationif it is assumedthatthe

cost of CO2emissionswill $15per ton or morebeginningin 2012andwill escalateat

7% peryear in ensuingyears. (Tr. VI, p. 1355,1.18- 20.) (The7% escalationnumber

reflects the inflation assumptionscontainedin earlierfederalC02 legislationthat would

inflate the CQ chargesby therateof underlyinginflation plus 5 percentagepoints.)(Id.

at 1358, 1.2t - 22.) Under the $15 per ton assumption,combined-cyclegeneration



DOCKETNO. 2008-196-E- ORDERNO.2009-104(A)
MARCH 2, 2009
PAGE39

would costcustomerson average$15.1million per year more thannucleargeneration

andcoalgenerationwould cost$94.9million more. (Id. at 1356,I. 1 - 2.) However,as

Dr. Lynch testified, the $t5 per ton assumption is unrealistically low given the level of

CO2 charges that would be required to bring about a significant reduction in COs

emissions nationally. (Id., 1359, 1. 1 - 4.) A more realistic but still low $30 per ton

assumption, the cost to customers of combined-cycle gas generation would exceed the

cost of nnclear generation by $125.7 million per year and coal generation would cost

customers $267.5 million per year more. (Hearing Exhibit 12, JML-2, p. 9.)

The Company's Resource Planning Department conducted sensitivity analyses on

the results of its quantitative analysis of capacity options, in order to see how they might

be affected by factors such as higher uranium prices, lower gas prices, reduced reliability

of aging coal plants, the forced retirement of such plants, and zero cost for COs

emissions. In these sensitivity analyses, combined cycle gas generation emerged as more

economical than nuclear only in cases of lower than anticipated natural gas prices (and at

$15 per ton CO2) or zero COs costs. (Tr. VI, p. 1356, 1.2 - 14.) Based on these studies,

the Company's Resource Planning Department concluded that nuclear generation was the

most economical resource to meet SCE&G's future supply needs. (Tr. VI, p. 1361, i. 19

- 22.) This conclusion was supported by the testimony of Mr. Marsh and Mr. Byrne,

who reviewed it from the perspective of SCE&G's generation fleet as a whole, including

its operational status, fuel mix, and fuel and environmental compliance costs and risks.

(Tr. II, p. 157, 1.4 - 14; Tr. III, p. 554, I. 16 - 19.) Dr. Lynch testified that the fossil fuel

plants (coal and gas) currently represent 73% of SCE&G's generation capacity, and if a



DOCKET NO. 2008-196-E- ORDERNO.2009-104(A)
MARCH 2, 2009
PAGE40

combined-cyclenaturalgasplanwerechosenovernuclear,theywould represent79%of

that capacityin 2020.(HearingExhibit t2, JML-2, p.2.) Dr. Lynch alsotestified that

adding the additional nuclear capacity would decreasereliance on fossil fuels and

thereforeleadto amorebalancedfuel mix for thesystem.Id

Mr. MarshandMr. Byrne testified that in recentyearsthe fossil fuels on which

the Companyrelieshavebecomeincreasinguncertainbothasto priceandsupplyandare

increasinglysubjectto the risks and volatility of global commoditymarkets. (Tr. II,

p. 171, 1.8 - 16; Tr. III, p. 561,1.19 - p. 562, 1.2.) In addition,they testified that

combined-cyclenaturalgasgenerationis intermediatecapacityandnot, strictly speaking,

base load generation. (Tr. II, p. 152, 1.3 - 8; Tr. III, p. 561, 1. 11 - 13.) Adding

intermediatecapacityto thesystem,insteadof truebaseloadcapacity,would increasethe

Company'srelianceon its agingfleet of baseloadplantsandincreasethe price risk to

customersif operationalproblemsor future environmentalrestrictionslimited theuseof

thoseplants. (Tr. III, p. 632,1.16- p. 633,1.8.) As Dr. Lynch testified, if the base case

analysis is adjusted to reflect an increased forced outage rate for SCE&G's existing coal

plants in futm'e years, the nuclear strategy saves customers an additional $28.8 million

dollars pet' year over the combined-cycle gas generation scenario ($44.9 million per year

savings as opposed to $15.1 million in the unadjusted study). (Hearing Exhibit 12,

JML-2, p. 10.) Similarly, if the base case is adjusted to reflect the early retirement of the

Company's smaller and older coal plants, the savings are an additional $60.6 million per

year ($75.7 million per year compared to the same $15.1 million). (Id) For these

reasons, the Company's leadership determined that, in addition to its other advantages,
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building Units2 and 3 will serveto strengthenthe Company'sagingbaseloadcapacity

pol_tfolio,diversifythe Company'sfuel mix andreducecustomers'exposureto the risks

andvolatility of fossil fuel marketsandsupply.

a. Alternative Supply Resources

Certainof the intervenorsarguethat the Companyfailed to adequatelyconsider

alternative energy resources including wind, solar, landfill gas, and biomass and

DSM/energyefficiencyprograms,or somecombinationof all of them. (Tr. III, p. 364,1.

13- 19.) TheCompany'switnesseshowever,clearlyindicatedthattheseenergysources

wereconsideredbut were determinednot to be reasonablealternativesto new baseload

or intermediategenerationatthis time. (Tr. VI, p. 1369,1.1- 8.)

Landfill gas generation is one of the alternativeenergy sourcesthat was

consideredin theCompany'sanalysisof supplyalternatives.(Tr. VI, p. 1339,1.10- 12.)

Landfill gasis methaneproducedfrom _hedecayof organicmatter in lm'gemunicipal

wastelandfills. (Tr. II, p. 166,1.2- 3.)

Landfill gas is a limited resourcebecausetherearea limited numberof landfill

sites in South Carolina with suitablesize and conditions for commercialmethane

production. (Tr. II, p. 166,1.2 - 3.) In addition,theamountof energythesefacilitiescan

produceis quite small--approximately5 MW per site--comparedto the 1,228MW of

baseload capacity SCE&G requires. (Tr. VI, p. 1343,1.12 - 14.) SanteeCooperis

alreadydevelopingor is preparingto developmanyof the suitablelandfill gassites in

SouthCarolina. (Tr. VI, p. 1343,1.18- 21.) Giventhelimited numberof sitesandsmall

outputof thesefacilities,the Companyconcludedthattheyarenot areasonablesubstitute
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for the 1,228MW of capacitythatSCE&Gwill receivefromUnits2 and3. In light of the

evidenceof record, the Commissionfinds that the Companyproperly concludedthat

landfill gas generationwas not a reasonablealternativesourceof capacity to meet

SCE&G'sneedsatpresent.(Tr. VI, p. 1344,1.3- 4.)

Similarly, biomassgenerationis limited by the quantitiesof forestry wasteand

agriculturalmaterial that areavailableand suitablefor useas biomassfuel. (Tr. II, p.

166, 1.6 - 8.) Two comprehensivestudieshave beendone by third partieson the

availabilityof thisresourcein SouthCarolina. (Tr.VI, p. 1345,1.1-p, 1346,1.2.) Both

indicatea theoreticalpotential for about491 MW of suchgenerationstatewide,which

would meanthat therewouldbeapproximately132MW of potentialbiomasscapacityin

SCE&G's territory. (Id.) In addition,asDr. Lynch testified,biomassplantstend to be

moreexpensiveto build thantraditionalgenerationsources.(Tr. VI, p. 1344,1.14 - 17.)

Theyhavelimited fuel efficiency,andthereforearenot costcompetitivewith traditional

generationsourcesevenwheresufficient fuel is available. (Tr. VI, p. t344, 1.14 - 17.)

Consideringthesefacts,the Companyproperlyconcludedthat biomassgenerationis not

a reasonablealternativesourceof supply to meet its needfor baseload capacityin the

2016and2019periods.

The Companyalso consideredsolar and wind power as potential alternative

sourcesof energy. (Tr. VI, p. 1339,1.11.) As Dr. Lynch, Mr. Marsh, and ORS Witness

Evans testified, South Carolina is not well-suited elimatologically for either wind or solar

power. (Tr. II, p. 166, 1.9 - 10; Tr. VI, p. 1368, 1.12 - 13; Tr. VIII, p. 2140, 4 - 12.)
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Thepotentialfor wind generationin SouthCarolinais limited dueto low average

wind speeds.(Tr. VI, p. 1341,1.4 - 5.) Theonly placewherethereis sufficientwind to

supportwind generationis off the SouthCarolinacoast. (Tr. VI, p. 1342,i. 19- 20.)

The feasibility and cost of building wind-farmsoffshorein hurricane-susceptibleareas

like thoseoffthe SouthCarolinacoasthavenotbeendemonstrated.(Tr. VI, p. 1343,1.3

- 5.) SouthCarolinais not well suitedto solargenerationdueto atmosphericconditions

(i.e.,cloudcover,rain andhaze). (Tr. II, p. 166,1.9- 10.)

Both typesof facilities wouldhavevery low capacityfactorsin SouthCarolina,

20% or less for solar and 30%-35%for off shorewind. (Tr. VI, p. 1339,1.19 - 20;

p. 1343, 1. 5 - 8.) These low capacity factors mean that, in practice, wind and solar

facilities could produce only a small fraction of their theoretical output compared to

nuclear plants which typically generate more than 90% of their rated capacity year in and

year out. (Tr. VI, p, 1372, 1.16 - 18.) In addition, both wind and solar are expensive

forms of generation in terms of their capital costs. The cost per MW of solar power

substantially exceeds nuclear and other traditional generation sources, and as the FOE

Witness Mrs. Brockway admitted, solar power is the most expensive form of power

generation in commercial use today. (Tr. III, p. 486, 1. 19 - 24; p. 487, 1.1 - 3.) Wind

generation is also quite expensive and is primarily being built in locations where green-

power mandates--rather than inherent economies--support its use. (Tr. VI, p. 1343, 1.5

-6;p. 1387,1.21 - 23.)

Furthermore, both wind and solar power are not "dispatehable" resources,

meaning that the amount of energy that they produce cannot be varied with the needs of
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thecustomers.(Tr. VI, p. 1340,1.1- 2; p. 1341,1.20.) Wind resourcesmayor maynot

beavailableatthetime of systempeak,dependingonatmosphericconditionsatthetime.

(Tr. VI, p. 1340,1.21 - 22.) In this regard,the testimonyshowsthatthe averagewind

speedsare slowest in South Carolina during daylight hours in the summerwhen

customers'power needsare greatest.(Tr. VI, p. 1372,1.19 - 22; p. 1373, 1.1 - 11;

He_fringExhibit 12,JML-8.) As to solar,SCE&G's systempeakmost oftenoccurson

summerafternoonsafter 4:00PM, evenin optimal conditionssolarpanelscangenerate

onlyabout20%of their theoreticalcapacity.(Tr. VI, p. 1340,1.1- 9.)

For thosereasons,the capacitythat wind and solarresourcesrepresentmust be

discountedheavily in assessingautility's net reliablegenerationcapacity. For example,

Texashassomeof the bestconditionsfor wind generationof anystatein the nation,but

its transmissionsystemoperatorsallow utilities to countonly 8.7%of installedwind

generationcapacityasnet reliablecapacityfor meetingpeakrequirements.(Tr. VI, p.

1371,I. 13 - 16.) This meansthat additional,duplicativegenerationcapacitymustbe

maintainedon thesystemequalto 91.3%ofa utility's wind capacity.

For pm2oosesof consideringeconomicallycompetitivealternativesfor meeting

customers'needfor baseload power in the 2016 and 2019 period, the Companyhas

properlyconcludedthat wind, solar,landfill gas,andbiomassdonot constituteresources

onwhich it canprudentlyandeconomicallyrely atthis time.

b. The Cost of Nuclear Construction

FOE and other intervenors contend that the Company's projected cost of Units 2

and 3 is um'easonably low, and that this low cost skews the economic analysis in favor of
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nuclenr generation. (Tr. III, p. 364, 1.9 - 22.) FOE and others took the position that the

unreasonably low projected cost of the Units created the lack of a reasonable basis on

which to assess the cost of Units 2 and 3 compared to other alternatives.

i, The Unit 2 and 3 Cost Compared to Reported

Data

In her testimony, FOE witness Brockway cited certain publications and reports

indicating the all-in or future dollar costs of nuclear generation are estimated to be in the

range of $4,000/KW to $8,000/KW. (]'1". III, p. 388, 1.5 - 20.) Ms. Brockway indicated

that she was not able to determine the comparable costs pet' KW for Units 2 and 3. (Tr.

III, p. 387, 1.17 - 18.) However, the public version of the Combined Application states

that the cost in future dollm's of SCE&G's 1,228 MW share in Units 2 and 3, including

owner's costs, transmission, inflation, Allowance 1"o1'Funds Used During Construction

C'AFUDC" or capitalized interest) and contingencies, is $6.3 billion or $5,141/KW.

(Hearing Exhibit 16, EEB-1-P, p. 3.) This figure is well within the range of costs Ms.

Brockway indicated to be the current industry estimates in her testimony.

In addition, Ms. Brockway cited an October 2, 2008 document which indicates

that the U.S. Depamnent of Energy's ("DOE") loan guarantee program under Title XVII

of the Energy Policy Act of 2005 received initial applications for 21 nuclear units with an

aggregated cost as stated in the applications of $188 biltion. (Tr. III, p. 388, 1.24 - 27.)

Mathematically, this would indicate approximately $9 billion for each unit. (Tr. III,

p. 388, 1.24 - 27.) However, the release does not provide information concerning the

type or size of the Units in question (the leading Areva and GE units at 1,600 MW and

1,550 MW respectively are approximately half-again the size of a 1,100 MW AP1000
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unit and are priced accordingly). (Tr. III, p. 565, 1. 10 - p. 566, 1. 5.) Nor does the

release provide information concerning the inflation assumptions and the expected

completion dates of the plants, whether or not the requested amounts include AFUDC,

the amount of contingencies contained in the cost estimates, and whether the sites are

green-field sites or sites that already have been studied and developed for nuclear

generation, the foundation conditions at the site and the amount included for other site-

specific costs such as transmission, rail or other transportation upgrades. The DOE press

release is not a reliable basis on which to evaluate the price projections for Units 2 and 3.

ii. Tile Reliability of the EPC Contract Price

On the other hand, the Company's cost projection for its share of Units 2 and 3 is

based on a fully negotiated and executed EPC Contract with a leading supplier of nuclear

generation facilities. (Tr. III, p. 578, 1.1 - 9.) More than half of the EPC Contract cost is

subject to fixed pricing (i.e., pricing with no escalation) or firm prices with adjustment

provisions (i.e., prices that are fixed in current dollars but have clearly defined inflation

adjustments). (Tr. III, p. 592, I. 5 - 7.) As the EPC Contract indicates, most of the

equipment and components of the plant that are uniquely nuclear in nature are subject to

firm and fixed pricing.

In addition, the largest components of the contract price that are not subject to

firm or fixed pricing are subject to clearly-established price targets. (Tr. III, p. 593, 1.1.)

These target price components include the "craft" or construction labor for the project,

and certain standard buildings such as warehouses and administrative spaces. (Tr. III,

p. 592, 1. 18 - 22.) As to these target price components, the EPC Contract contains
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importantincentivesfor theEPCcontractorsto bringtheprojectin belowthosetargetsas

adjustedfor actualinflation. (Tr. III, p. 593,1.11- 22.) In addition,thecontractorsareat

risk to lose substantialamountsof their profit on thework if thoseprice targetsarenot

met. (Tr. III, p. 593, i. 11 - 22.) Theseprovisions of the EPC Contract constitute

meaningfulincentivesfor the EPCcontractorsto ensurethat targetpricesarereasonable

andto managetheprojectto meetthem. (Tr. III, p. 593,1.7- 14.) As a result,theEPC

Contract provides a reliable basis on which to evaluateSCE&G's cost of nuclear

constructionfor thepurposeof Dr. Lynch's competitiveeconomicstudies.

iii. Contingencies as a Component of Cost

An important part of evaluating the reasonableness of the Company's price

projection for the Units is evaluating the degree to which they include reasonable

provisions for contingencies and inflation over the construction period, as the Base Load

Review Act envisions.

As to these contingencies, Company witness Addison testified that the capital cost

estimates included in the Company's price forecasts include a pool of contingency funds

above those already included in the EPC Contract cost and the owner's cost and

transmission cost estimates. (Tr. IV, p. 92t, I. 14 - 16.) The amount of that contingency

pool is $438,293,000 in 2007 dollars, subject to escalation. (Hearing Exhibit 16, EEB-1.)

This contingency pool represents approximately 10% of the base cost of the Units. This

amount of contingency is reasonable in light of what is known about the project and its

risks today. It provides further assurance that the Company's price projections do not
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underestimatethe cost of nuclear capacity and so provide a reasonablebasis for

comparingnuclearcapacityto otheralternatives.

iv. Inflation as a Component of Cost

The Company's price projection also includes $1.5 billion in assumed inflation

over the construction period. (Hearing Exhibit t6.) In contesting the accuracy of the

Company's cost projection, FOE witness Brockway suggests that the inflation component

of the Company's price projection may be too low. (Tr. III, p. 394, 1.2 - 8.) (The general

reasonableness and suitability of the Handy-Whitman and other inflation indices included

in the EPC Contract and the Combined Application is discussed in more detail below.)

However, as shown in Exhibit I, ChartB (Hearing Exhibit 16, EEB-2, p. 5.) to the

testimony of Company witness Best, the inflation rates used in creating the Company's

price projection are actual 2007 rates, including the current-year rate for 2007 and the

five-year average 2003-2007. Given the high level of inflation in utility construction in

the 2003-2007 time period, these rates are significantly higher than historically lower

inflation rates for these indices. (See generally, Tr. VII, p. 1675 - 1677.)

For example, the Handy-Whitman All Steam and Nuclear escalation rate, which is

the principal rate used in escalating the target price component of the plant, showed

current year inflation of 7.7% for 2007 and a five year average of 5.75%. In 2002, the

current year rate was 2.8% and the five year average was 2.5%. (Hearing Exhibit 16,

EEB-2.) The other indices show a similar relationship between the inflation rates used in

calculating the $6.3 billion projection and the inflation rates from prior periods. (Id.)
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While inflation indiceswill vary fi'om year to year, if history is any guide, the

ratesSCE&G hasusedto projectthe cost of Units 2 and 3 arenot likely to understate

actualinflation ratesover the 12yearconstructionperiodof theplant. Accordingly,the

Commissionfinds that the inflation ratesusedin deriving the Company'sprojectionof

constructionpricesfor the Units do not understatethat the likely costof the plantsfor

comparativeeconomicevaluationsaresignificantlyhigherthanhistoricalaverages.

v. Delay as a Cost Risk

FOE witness Bruckway also testified that delays in the construction schedule for

Unfls 2 and 3 might be assumed to cause the ultimate costs of the Units to exceed the

cmTent projections. (Tr. III, p. 394, 1. 12 - 15.) The completion dates for the Units,

however, are subject to contractual guarantees. The EPC contractors have committed to

complete the first Unit by 2016 and the second by 2019. They will pay substantial

liquidated damages if they fail to meet this schedule. (Tr. III, p. 598, 1. 13 - 14; p. 364,

1.14.) The Company is at risk for regulatory delays, but as to such delays, Company

witness Byrne testified the NRC licensing schedule for the plant and the construction

schedule contained in the EPC Contract are reasonable. (Tr. III, p. 635, i. 7 - 14.)

Furthermore, as Company witness Addison testified, inflation represents roughly 24% of

the Company's construction price projection. (Tr. XIII, p. 2951, i. 21-23.) For these

reasons, the Commission does not find support for the contention that the risk of delay is

a reason to discount the nuclear construction costs.
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vi. Conclusion as to the Cost of Nuclear

Construction

For all these reasons, the Commission finds that SCE&G's analysis of the costs of

nuclear generation as compared to other alternatives is based on a reasonable assessment

of the cost of Units 2 and 3. Those costs have been reasonably estimated by the

Company and do not constitute a flaw in the Company's analysis of the comparative

economics of alternative generation resources as suggested by the intervenors.

e. The Ability of the Plant to Meet Projected Capacity
Factors

Dr. Wilder, testifying on behalf of Ms. Thomas, contested SCE&G's ability to

operate Units 2 and 3 at the capacity factors projected in the comparative supply

analyses. (Tr. VI, p. 1283.) This argument goes to the relative cost of nuclear production

compared to other alternatives. (]'1'. VI, p. 1284.) Company witness Byrne testified in

rebuttal that improvements in nuclear plant capacity factors over the past decades have

been due to improvements in things like preventive and predictive maintenance

programs, inspection and testing ofequipment, staffing, training, human performance

management, management of nuclear operating culture, fitness for duty standards, root

cause analysis of problems and events, management of engineering processes, outage

scheduling and management, and vendor and supplier quality control. (Tr. III, p. 636, 1.2

- 16.) These improvements apply across the board to nuclear operations, independent of

the specific design of the Units in question. (Tr. III, p. 636, 1.8 - 9.) Mr. Byrne also

testified that SCE&G intends to use the personnel and nuclear operating culture it has

established at Unit 1 as the basis for establishing the staffing and operating culture for
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Units 2 and 3. (Tr. III, p. 636, 1. 17 - 19.) In addition, as Mr. Byrne testified,

WestinghouseAP1000technologyrepresentsan updateddesignof the Westinghouse

pressurizedwaterreactortechnologycurrentlyin useatUnit 1. Moreover,theAP 1000s'

passivesafetysystemsshouldmakethenew Units simplerandlessexpensiveto operate

andmaintainthan earlier Westinghouse units. (Tr. III, p. 572, 1. 11 - 19.) Based on all

these factors, the Commission concludes that the anticipated capacity factors for Units 2

and 3 as included in Dr. Lynch's resource planning analyses are reasonable and

appropriate for use in evaluating long-term nuclear operating costs.

d. Conclusion as to System Economy

The Company's witnesses testified extensively in support of the reasonableness of

the price, schedule and cost projections on which the decision to select Units 2 and 3 was

made, The EPC Contract, the inflation and contingency adjustments, the project schedule

and the cost projections presented by the Company have been extensively reviewed and

audited by the ORS staff experts, as well as by the independent outside experts in

generation plant construction that ORS has employed to assist in the audit of the

Combined Application. (Tr. VIII, p. 1903, 1. 21 -p. 1904, t. 2; 3"1'.VIII, p. 1954, 1. 5 -

18.) Those ORS witnesses have testified that their audit and review confirmed the

reasonableness of the projections and assumptions contained in those documents. (Tr.

VIII, p. 1954, 1.5 - 18.)

For all these reasons, the Commission finds that the cost projections and

comparative economic analyses on which the selection of Units 2 and 3 was made are

reasonable and appropriate. Based on these specific economic analyses and the broader
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evaluation of system needsby SCE&G's leadershipteam, the Companyproperly

concludedthat the constructionof Units 2 and3 would provide the greatestandmost

dependablecontributionto systemeconomyof all reasonablycompetitivealternatives.

2. Contribution to System Reliability

In evaluating the contribution of Units 2 and 3 to system reliability, the

Commission is required to assess the ability of the facility when constructed to operate

reliably and to suppm_ reliable electric service to SCE&G's customers. One intervenor,

Mr. Wojcicki, challenged the proposed site of Units 2 and 3 as being unsuitable fi'om a

reliability standpoint because of concerns about the sufficiency of water supply for the

Units during drought conditions and because of their location in relation to system load

centers.

a. Water Supply

The record shows that Units 2 and 3 will benefit from a unique combination of

water resources available at the site. Units 2 and 3 wilt be built adjacent to the Broad

River which is one of the major river systems in South Carolina. The adequacy of the

Broad River's water supply is shown by its "7Q10". The 7Q10 is a standard

measurement representing low flow with a ten-year return frequency. In other words, it

is the lowest stream flow for seven consecutive days that would be expected to occur

once in ten years. (Tr. X, p. 2497, i. 3 - 7.) The 7Q10 for the Broad River downstream

of the facility at the Alston USGS gauge calculated in March 2007 is 853 cfs. The

normal water use during normal operations of the facility, which is approximately 83 efs,
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of which aportion is returnedto theBroadRiver, representslessthan10%of the 7Q10

flow. (Tr.X, p. 2497,h 8- 12.)

At thepoint whereUnits 2 and3 will be built, the BroadRiver is impoundedby

SCE&G's PatTReservoir. The Uuits themselveswill not draw coolingwater directly

from ParrReservoir,but fi'om theMonticello Reservoir,a 6,800acrelake connectedto

Pan'Reservoirwhich servesasthereservoirfor theFairfield PumpedStoragefacility that

SCE&G constructedin the 1970s. Whenfull, Monticello Reservoirholds29,000acre

feet of usablewater, which is enoughwater to meet the needsof Units 1, 2 and 3

operatingat full capacityfor approximately2.5months. (Tr. III, p. 552,h 20 - p. 553,1.

4; Voh X, p. 2498, I. 5-8.) In addition,thereareeightpumpingturbinesat theFairfield

PumpedStoragefacility with a combinedrating of 576 MW. Theseturbinescanpump

water up from the Parr Reservoirinto Lake Monticello where it can be releasedto

generateelectricity or storedfor useascooling water for Units 2 and3. TheFairfield

PumpedStoragefacility allowsSCE&G to replenishMonticello Reservoirat any time

thatthereis anadequatevolumeof waterin theBroadRiver or theParrReservoir,evenif

that volumeof water is availableonly for a shortperiodof time. (Seegenerally,Tr. III,

p. 547,h 9 - p. 553,1.7.)

As indicated above,the recordshowsthat the operationof Units 2 and 3 will

requirea modestamount of water comparedto the amountof wateravailable in the

Broad River and Monticello Reservoir.Fm'thermore,the Jenkinsvillesite providesthe

Companywith the unique ability to collect water in the Pan'Reservoirand to use

Fairfield PumpedStoragepumpsto replenishMonticello Reservoirwheneverconditions
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in ParrReservoirandthe BroadRiver permit. (]'t'. III, p. 551,1.21 - p. 553, I. 7.) As

witnessesfor boththeCompanyandORStestified,thewatersuppliesavailableatthesite

of Units2 and3 aremorethanadequateto supportreliableoperationsof Units 2 and3.

(SeeId.; Tr. IV, p. 757, 1. 18 - 25; Tr. VIII, p. 2152, 1. 9 - 18; Tr. X, p. 2514, 1. 18 - p.

2515, t. 4.)

b. Transmission

Mr. Wojcicki also contended that the location of Units 2 and 3 in Jenkinsville

does not support the reliability of the system because of its distance from load centers in

coastal areas of SCE&G's service ten'itory. However, as SCE&G's Manager of

Transmission Planning, Mr. Young, testified SCE&G's largest load center is not located

along the coast but in the central portion of South C0a'olina, where Units 2 and 3 will be

located. If the units were located at the coast, new transmission lines connecting them to

the load center in the central portion of the state would be required. Moreover, currently

there are six SCE&G transmission lines and two Santee Cooper lines selMng the site of

Unit 1 and only four new SCE&G lines and two new Santee Cooper lines will be needed

to move the additional power to be generated by Units 2 and 3. A coastal site would not

have an existing transmission infi'astructure such as the one at the Jenkinsville site and

would require a full complement of six to ten new transmission lines to distribute the

power generated to different areas of the system. (Tr. XII, p. 2793, 1. 13 - 21.)

For these reasons, the decision to locate Units 2 and 3 in central South Carolina

and not along the coast as advocated by Mr. Wojeicki is prudent and reasonable and does

not impair the reliability of those Units to serve customer load from a transmission



DOCKETNO.2008-196-E- ORDERNO.2009-104(A)
MARCH 2, 2009
PAGE55

standpoint.Neither water supplynor transmissionissuesare likely to compromisethe

reliability of thoseunits. Mr. Wojcicki's motionto requirerelocationisdenied.

E. Reasonable Assurance that the Facilities Can Comply with Applicable

State and Local Laws

The fifth finding required by the Siting Act is whether "there is reasonable

assurance that the proposed facility will conform to applicable state and local laws and

regulations." S.C. Code Ann. § 58-33-160 (1)(e). Heating Exhibit 2 contains a list of the

19 major permits, apart from NRC permits, required to construct and operate Units 2 and

3. (Hearing Exhibit 2, SAB-7, p. i - 3.) Tba'ee of the 19 major permits are federal

permits exclusively: a Federal Energy Regulatory Commission permit for work on

Monticello Reservoir, a Corps of Engineers wetlands permit for site work, and a Federal

Aviation Commission permit for construction cranes to be erected on site. The remaining

16 permits are state permits or joint state-federal permits administered by the state.

(Hearing Exhibit 31, SES-1, p. 1 - 3.) The record reflects that, so long as SCE&G

obtains these 16 permits and operates according to their terms, the construction and

operations of Units 2 and 3 will be in compliance with all state and local laws. (Tr. X, p.

2428,1. tl-p. 2429,1. 10.)

Company witness Byrne testified that in his opinion and in the opinion of the

members of his new nuclear deployment team, all of these permits could be obtained in a

timely fashion and that Units 2 and 3 could be operated in compliance with all applicable

laws and regulations, both state and federal. (Tr. III, p. 610, 1. 9 - 16.) Mr. Byrne's

testimony on this point was not contradicted by any paltry. Accordingly, the record
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supportsthe finding that Units2 and3 canbebuilt andoperatedin compliancewith all

applicablestateandlocal lawsandregulationsastheSitingAct requires.

F. Public Convenience and Necessity

The sixth and final finding required by the Siting Act is whether "public

convenience and necessity require the construction" of the proposed facilities. S.C. Code

Ann. § 58-33-160(1) (f). The Commission construes this provision of the statute as

requiring a finding that integrates into a single determination all aspects of the public

interest evaluation related to the plant. In this case, the record demonstrates that Units 2

and 3 represent capacity that is needed to supply reasonably forecasted customer

demands. In addition, the size, type, location and technology of the Units are the

preferable means of doing so with the greatest economy and reliability and with the least

impact on the environment.

As discussed above, the principal benefit of nuclear generation, in addition to

lower forecasted costs, is the fact that it helps insulate customers from the price volatility

and supply risk that are increasingly associated with fossil fuel fired generation. Nuclear

generation also insulates customers fi'om future CO2 and other environmental compliance

costs associated with fossil fuels, which are likely to be significant. Alternative energy

sources may provide useful supplemental energy for SCE&G's system going forward.

However, the cost competitiveness, availability and reliability of alternative energy

sources are subject to significant questions and concerns at this time. Public convenience

and necessity would not be suppol_ed by forcing SCE&G's customers to rely on the
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future availability and costcompetitivenessof theseenergysourcesasa substitutefor

SCE&Gconstructingadditionalbaseloadcapacityatthis time.

The risksrelatedto nuclearconstruction,andthestepsthat SCE&Ghastakento

mitigatethem,arediscussedextensivelyin therecord. The Company'splansto manage

licensingrisks and delaysand to overseeconstructionthroughits own personneland

processesarealsodiscussedmorefully below. The recordshowsthatthe Companyhas

carefnllyevaluatedthe risksrelatedto nuclearconstructionandoperationsandcompared

them to the risks and costsof other alternatives. The Commissionagreeswith this

assessmentand finds that thepublic convenienceandnecessitysupportthe construction

of Units2 and3asproposedby SCE&G.

IV. BASE LOAD REVIEW ACT FINDINGS

The Base Load Review Act requires the Commission to go beyond the public

convenience and necessity findings required under the Siting Act and to conduct a full

pre-construction prudcney review of the proposed Units and the EPC Contract under

which they will be built. The Commission must also set out construction schedules and

annual capital cost schedules which will establish the prudency and reasonableness of

plant capital costs if such schedules are met.

A. The Prudence and Reasonableness of the Decision to Proceed with

Construction of Units 2 and 3

The first finding that the Commission is required to make under the Base Load

Review Act is whether "the utility's decision to proceed with construction of the plant is

prudent and reasonable given the information available to the utility at the time." S.C.

Code Arm. 58-33-270(a)(1). The discussion that follows describes in detail the support
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for this Commission'sfindingson this standard.TheAct alsorequiresrelatedfindings

concerningthe "choiceof thespecifictypeof unit or unitsandthemajor componentsof

the plant" as well as "the qualification and selectionof the principal contractorsand

suppliersfor theplant." S.C.CodeAnn. 58-33-270(b)(4),(5).Thesefindingsaretheheart

of thepre-constructionprudencyreviewenvisionedby theBaseLoad Review Act. They

require the Commission to make a comprehensive assessment of the decision to build the

plant to determine if that decision is reasonable and prudent based on all available

information.

In addition to the Siting Act findings listed above, factors showing that the

Company's decision to proceed with construction of Units 2 and 3 is prudent and

reasonable include: a) the selection of the Jenkinsville site for Units 2 and 3; b) the

selection of AP 1000 technology as the appropriate reactor technology for this project; c)

the related decision to select Westinghouse Electric Corporation, LLC and Stone &

Webster, Inc. as the nuclear system supplier and construction contractor, respectively; d)

the selection of other major contractors for the project; e) the structure and tetans of the

EPC Contract; f) the price at which the plant is being constructed; and g) the Company's

ability to execute its financing plan for construction of the Units. Each of these matters is

considered below.

1. The Selection of the Jenldnsville Site

The record shows that the Jenkinsville site was selected for Units 2 and 3 based

on a series of four site evaluation studies conducted over 34 years. (Hearing Exhibit 2,

SAB-1, p. 5.) These studies consistently identified the Jenkinsville site as being among
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themostsuitableof thesitesonSCE&G'ssystemfor theconstructionof anewbaseload

generatingunit. (Id.; Tr. III, p. 548,1.6-p. 551,i. 9.)

TherecordshowsthatSCE&GselectedtheJenkinsvillesiteasthesitefor Units2

and 3 for a numberof appropriatereasons. The site is near SCE&G's principal load

centersandis alreadyservedby extensiveexistingtransmissioninfrastructure.(Tr. III, p.

653,1.24 - p. 654,1.2.) It is locatedon landthat SCE&Gowns andhasoperatedasa

nucleargenerationsite for decades.(Tr. III, p. 548,1.6 - p. 551,1.9.) Nuclearsecurity,

nuclearoperationssupport,andnucleartrainingandadministrativefacilitiesarealready

in place on the site, along with rail transpm_tationinfrastructurenecessaryto support

constructionandoperationof thenewunits. Id. Thesitehasa superiorwatersupplyand

superiorgeologicalandseismicsuitability for useasa nuclearconstructionsite.(Tr. III,

p. 550,1.20- 21.) Becausethe sitehassupportedsuccessfulnuclearoperationsfor over

34 years, its geological and environmentalfeatm'eshave been extensivelystudied,

monitoredandanalyzedfor anextendedperiodof time. (Tr. III, p. 548,I. 6 - p. 551,1.

9.)

The ORSauditedandevaluatedthesite selectionprocessand criteriaaswell as

the decision to select the Jenkinsville site. ORS Witness Crisp testified that the

Jenkinsvillesitewasparticularly appropriatebecausethe foundationatthe proposedsite

is composedof bedrock as opposedto a coastalmarl. A coastalplain site would

significantly increasethe cost of theproject. (Tr. VIII, p. 2159,1. 1- 6.) In addition,

issuesregardingpotentialwetlands,thenecessityfor obtainingtransmissionrightof ways
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andrelatedenviromnentalandpropertyissuesstronglyfavor theplacementof this project

atthe Jenkinsvillesite. (Tr.VIII, p. 2159,1.6- 19.)

Specificconcernswereraisedat the hearingconcerningtheseismicsuitabilityof

the site. In response,Companywitness Whorton,who was involved in the original

geologicalwork to licenseUnit t, reviewedthedetailedgeologicalinvestigationsof the

site that havebeenconductedovermore than25 years. As Mr. Whortontestified, the

geologyof the sitewasextensivelystudieddm'ingthelicensingandthe constructionof

Unit t. It wasthensubjectto subsequentseismicreassessmentsby theNRC afterUnit I

went into operationand thenagainduring the licenseextensionevaluationfor Unit t.

Further geologicalinvestigationand seismicevaluationwasdonein preparationof the

NRC licenseapplicationfor Units2 and3. --

Mr. Whorton testified that the seismicdesignof the AP1000unit is more than

sufficient to withstandthepostulateddesignbasisseismiceventfor the Jenkinsvillesite,

including a recurrenceof the largestrecordedearthquakein the SoutheasternPiedmont

Province(theUnion Countyearthquakeof January1, 1913)occurringattheplant.(Tr. X,

p. 2533, 1. 3 - 5.) Mr. Whorton also testified that nuclearplants are designedwith

significantmargins of seismicsafety. (3"1'.X, p. 2528,1. 8 - 18.) SeveralJapanese

nuclearunitswhich weredesignedto approximatelythesameseismicstandardsasUnit 2

and 3 recentlysurvivedanearthquakeof substantiallyhighermagnitudethanthe design

basiseventfor the Jenkinsvillesite,with no damageto plant safetyfunctions. (Tr. X, p.

2639,1. 1- 21.) Therecordclearly establishesthe suitabilityof the site from a seismic

perspective.
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Basedon the testimonyof Mr. Whorton,the Commissionfinds that the record

clearlysupportstheprudencyandreasonablenessof the selectionof theJenkinsvillesite

asthelocationfor Units2 and3.

2, The Seleetionof AP1000Technology

The record shows that SCE&G selectedAP1000 teclmology based on a

comparativeevaluationof thethreeleadingnuclearreactordesignsthatarecommercially

availabletoday. Thesethree designsrepresentall but a small numberof the nuclear

generatingunitsunderconsiderationfor siting in theUnited Statesat this time. (Tr. III,

p. 562, i. 3 - p. 563,1. 5.) In 2005, SCE&Gaskedeachof the threevendorsof these

designsto submitwritten responsesto more than400 technicalandfinancial questions

concerningits unit. SCE&G then used objectiveweighing criteria to evaluateand

comparetheir responses.The evaluationof the technicaland financial responseswas

madeindependentlyby separategroupswithin the Company.(Tr. III, p. 564, 1.6 - 12.)

AP1000teclmologywasselectedaspreferableby bothgroupsof evaluators.(Tr. III, p.

564,1.4- 8.)

In late 2006, SCE&G begana reevaluationof thesevendorsbasedon updated

information concerningthe statusand pricing of their designs. The reevaluationwas

completedin Marchof 2007. SCE&G'sfinancialevaluationof thesecompetingdesigns

showedthat the AP1000unit was competitivewith or preferableto the two alternative

designsfrom both a pure cost permegawattbasisand from a size,design,operational,

andengineeringperspective.(Tr. III, p. 564,1.14- 565,i. 1- 3.)
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From the perspectiveof size,the AP1000unit at 1,117MW allows SCE&Gto

site two units at the Jenkinsville site. (Tr. III, p. 566, 1. 12 - t3.) The competing

vendors'unitsare1,550MW and1,600MW in size. For transmissionandotherreasons,

SCE&G determinedthat it would not bepracticalandcosteffectiveto sitetwo units of

suchlargersizeon the site. The selectionof AP1000units, however,allowsa total of

2,234MW of new generationcapacityto besitedat Jenkinsville,which resultsin better

utilization of thatsiteandits existinginfrastructure.(Tr. III, p. 566,1.18- 21.)

In addition,a singleunit wouldhavea singlecompletiondate,while constructing

two 1,117MW units gives SCE&Gthe ability to bring new capacityon line in two

installmentsseparatedby approximatelythree years.Phasingthe additionalcapacity

allows the capacity additions to be more precisely timed to demandgrowth on the

system. In addition,two 1,117MW unitsarepreferablefrom an operationalstandpoint

to a singlelargerunit becausetwo unitsallow moreflexibility in outageschedulingand

result in lesspower lost to the systemif a unit trips off, thereby enhancingsystem

reliability. (Tr. III, p. 566,1.12- 18.)

As to designsuitability, the AP1000unit was the only one of the threeunits

evaluatedthat is a pressurizedwaterreactorwith passivesafetyfeatures.Theotherunits

wereeitherpressurizedwaterunitsorpassivesafetyunits,butnot both.

Thepressurizedwaterdesignwasimportantto SCE&Gbecausethatis thetypeof

unit SCE&G currently operatesvery successfullyasUnit 1. Units 2 and3 will share

manyof the samecomponents,designfeatures,andoperatingcharacteristicsasUnit 1.

Thesesimilaritieswill makestaffing,training,operatingandmaintainingtheUnitsmuch
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simplerthanifa differenttechnologyhadbeenselected.(Tr. III, p. 572,1.5 - 10;Tr. III,

p. 567,1.3- 7.)

Passivesafetydesignis alsoimportantbecauseit dramaticallyreducestheamount

of safetyrelatedequipment- includingvalues,pumpsandpiping- thatis includedin the

plant's design. Less safety related equipment greatly simplifies operation and

maintenanceof theUnits andNRC regulatorycomplianceissues.Noneof thecompeting

unitshadbothfeatures.(Tr. III, p. 572,1.5- 22.)

The Companyalso selectedthe AP1000unit becauseat the time of selectionit

wastheonly oneof the competingunits thatwasfully design-certifiedby theNRC. The

AP1000's nuclearsafety systemsreceivedNRC staff approvalin 2004,and full NRC

designcertificationwasgrantedthereafter.Furthermore,theAP1000designis a similar

but enhancedversionof the AP600designwhich theNRC design-certifiedin 1999.(Tr.

III, p. 555,I. 10- 11;HearingExhibit 2, SAB-1,p. 3.)

While no party testified in supportof an alternativereactor technology,Ms.

Brockway on behalfof FOE statedherconcernthat the Companyplacesitself and its

customersat greatrisk by usingthe"as-yet-unfinishedAP1000design."(Tr. III, p. 430,1.

4-8.) SCE&GPresidentMarsh refutedthis argumentby statingthat the plant hasbeen

certified by the NRC and that the pendingrevisionsare enhancementsto the existing

design.(Tr. III, p. 334,1.17-19.) CompanywitnessByrnestestified thatRevisions1-15

have been approvedby the NRC and that he seesno problemswith obtainingthe

approvalsof the later revisions in time to meet the constructionschedulein the EPC

Contract(Tr. III, p. 635,1.7-10.) ORSwitnessDr. Jacobsalsotestifiedthatthedesignis
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finalized to the point that the probabilisticrisk assessment(PRA) can be calculated,

which is aconditionprecedentto designcertification.(Tr.VIII, p. 2181,1.19-22)

Finally, the AP1000 presentssuperioropportunitiesfor collaborationamong

Southeasternutilities. At the time of the hearing,fourteenAP1000units were being

proposedfor constructionby six separateutilities in the Southeast. This numberof

AP1000 units increasesthe opportunityfor cost and experiencesharingamongthese

utilities, both during constructionand operationof the Units. The record showsthat

utilities arecooperatingextensivelyin this regard.The fact that SCE&G's unitswill be

among the first of the fourteen such units to be built in the region means that

Westinghouseand Stone& Websterwill haveevery incentiveto completetheseinitial

units efficiently and on schedule,and that vendorswill be eagerto be selectedand

retainedaspart of the supplychainfor this extensiveseriesof plants. Thefact that so

manyotherutilities haveselectedtheAP1000unit is furtherevidenceof the strengthof

the designand competitivenessagainstalternativeresources.(Tr. III, p. 570,1. 13- p.

571,i. 5; Tr. III, p. 573,i. 3- 17.)

The ORS has audited the Company'sdecision to select AP1000 units for

constructionat the Jenkinsvillesite. (Seegenerally, Tr. VIII, p. 2020 - 2026.) ORS's

independent expert witnesses testified without reservation in support of the

reasonableness and prudence of this selection. (Tr. VIII, p. 2025, 1. 15 - 23.) The

Company and ORS have provided the Commission with an extensive and thorough

record in regards to the appropriateness of this technology and the reasonableness of the
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selectionprocess. After review of that record, the Commissionfinds that SCE&G's

selectionof theAP1000unitsasUnits2 and3wasprudentandreasonable.

3. The Qualification and Selection of Principal Contractors and

Suppliers

The Base Load Review Act requires the Commission to make a finding

concerning the prudence and reasonableness of the selection of the principal contractors

and suppliers for the construction of the plafit, as well as their qualifications to perform

the work. S.C. Code § 58-33-270(B) (5). Units 2 and 3 will be built by Westinghouse

Electric Co., LLC, as the principal nuclear systems supplier, and Stone & Webster, Inc.

as the principal contractor. These two companies have formed a consortium that is the

signatory for the EPC Contract to build the plant. In addition, the EPC Contract between

the Company and Westinghouse/Stone & Webster provides a list of qualified suppliers

approved by the Company from which Westinghouse/Stone & Webster can select the

principal contractors and suppliers for this project. (Tr. III, p. 579, p. 5 - 10; p. 585, 1.

18 - 22; Hearing Exhibit 2, SAB-4, p. 3 - 10.)

a. Westinghouse/Stone & Webster

The record shows that the selection of Westinghouse and Stone & Webster to

construct Units 2 and 3 is reasonable and prudent and that they are well qualified for the

work. Westinghouse is recognized worldwide as a major supplier of nuclear technology

and has been involved in nuclear power technology since the inception of the industry.

(Tr. VIII, p. 2029, 1. 11 - i4.) In the 1950s, Westinghouse built both the first milita13 r

and the first commercial nuclear power plants. (Tr. VIII, p. 2027, 1. 7 - 18.)

Westinghouse has been involved with the Company and the V.C. Summer site for over



DOCKET NO. 2008-196-E - ORDER NO. 2009-104(A)

MARCH 2, 2009

PAGE 66

forty-four years. It designed the Pan' demonstration nuclear plant which was constructed

adjacent to the V.C. Summer site in the early 1960s. (Tr. VIII, p. 2028, 1. 22 - p. 2029, 1.

1.) Westinghouse also designed and built Unit 1, which went into commercial operation

in January 1984. (Tr. VIII, p. 2029, 1. 1 - 2.)

Currently, almost 60% of the United States' operating reactors are based on

Westinghouse designs. (Tr. VIII, p. 2028, 1. 2 - 3.) Westinghouse has also provided the

design basis for almost 50% of the world's operating conunercial nuclear power plants.

(Tr. VIII, p. 2027, 1. 11 - 13.) As mentioned above, the Westinghouse AP1000 design

has been selected for 14 new nuclear units proposed to be built in the United States at this

time. Westinghouse is clearly poised to continue to maintain a sa'ong position in the

industry and is fully qualified to be the supplier of nuclear systems to this project.

The construction contractor, Stone & Webster, is a 110-year old company that has

been involved with design, construction and maintenance of nuclear power plants since

1957. It is currently a wholly owned subsidiary of The Shaw Group (Tr. VIII, p. 2029, 1.

5 - 14.) Stone & Webster has recently been employed in the construction of a mixed-

oxide fuel (MOx) facility at the Savannah River site and in the completion of

construction of TVA's Brown's Ferry Plant. (]'1'. III, p. 583, 1. 19 - p. 584, 1. 1.) Both

Westinghouse and Stone & Webster are currently involved in construction of AP1000

reactors in China, two in Sanmen, China and two more in Haiyang, Shandong Province,

China. (Tr. VIII, p. 2028, 1. t3 - 15.) Westinghouse/Stone & Webster consol_ium has

been contracted by the Southern Company to construct two new AP1000 units at Plant
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Vogtle in Georgia,andis in contractnegotiationswith DukePower,ProgressEnergyand

TVA for the constructionof multipleunitson theirbehalf.

Oneof the key considerationsregardinga nuclearsupplieris the strengthof the

corporatequality assuranceprogramthat will be employedto meet applicableNRC

requirementsand to ensurethat the plant canbe built and operatedin a reliable and

dependablemanner. (Tr. III, p. 583, t. 5 - p. 584, h 5.) Westinghousehasa long-

standing relationshipwith SCE&G involving maintenanceand improvementsto its

existingnuclearandfossil facilities. SCE&G'switnessestestifiedto their familiarity and

experiencewith the Westinghousequality assuranceprogram and their review and

evaluation of the comparableprogramrun by Stone& Webster. The Company's

witnessestestifiedthat thesequalityassuranceprogramsarefully adequateto protectthe

Company's interestsin the quality of the equipment,componentsand constructionof

Units2 and3. (Tr. III, p. 584,1.3- 5.)

Based upon the foregoing, the Commission finds that the selection of

Westinghouse/Stone& Websteras the suppliersand contractorsfor Units 2 and 3 is

reasonableandprudent.

b. Other Vendors

The EPC Contract between SCE&G and the Westinghouse/Stone & Webster

consortium requires all subcontractors and suppliers be selected from a list of

presereened/preapproved vendors. (Heating Exhibit 2, SAB-4, p. 1 - 2.) All suppliers

performing nuclear safety related work will be required to comply with the consortium's

quality assurance program. (Hearing Exhibit 2, SAB-4, p. 1.) The consortium's Project
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Quality AssuranceProgramis an exhaustiveprocessof evaluationand approvalof all

suppliersof safety-relatedproductsandservices.Thesuppliers,includingthosethatcan'y

the ASME nuclearaccreditation,areevaluatedannuallyand auditedeve17tlu'eeyears,

includingsuppliersthat carry theASME nuclearcertification. (Tr. VIII, p. 1901,1.11-

14.) The criteria to qualify potentialsuppliersfor usein supplyingcomponentsfor the

AP1000 under the quality assuranceprograminclude: the supplierbeing listed on the

consortium'squalifiedsupplierslist, thesupplierhavinga standingrelationshipwith the

consortiumfor the supply of the specifictypeof component,andthe supplierhavinga

proventrackrecordof successfullysupplyingqualitycomponentsto thenuclearindustry.

(HearingExhibit 2, SAB-4,p. 1.) Oncea vendorsatisfiesthesecriteria,the consortium

conductsan on-siteaudit to performanassessmentof the potentialsupplier's facilities,

capabilities,andprograms. (HearingExhibit 2, SAB-4,p. 1.) All qualifiedsuppliersare

thereafterevaluatedannually and audited,exceptunder specialcircumstances,every

tln'eeyears. (HearingExhibit 2, SAB-4,p. 1.) A list of potentialsuppliersandvendors

for theUnits2 and3 wasincludedasExhibit Pto theEPC.

In additionto the consortium'sreviewandauditprocesses,SCE&Ghasevaluated

the suppliersandsubcontractorsidentifiedin Exhibit P to theEPCandtheconsortium's

quality assuranceprogramsunderwhich they will operate. (Tr. III, p. 587, i. 8 - 11;

HearingExhibit 2, SAB-3, p. 1.) Many of thesesubcontractorsandvendorshavebeen

knownby theCompanyfor decadesandhaveworkedwith the Companysuccessfullyin

operatingUnit 1andotherelectricgeneratingstations.(Tr. III, p. 587,1.11- 15.)
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In addition,SCE&G hascontractedwith the BechtelCorporationto serveasthe

lead contractor in preparingthe site-specificCombinedConstructionand Operating

License Application ("COLA") for Units 2 and 3 and in assisting SCE&G in obtaining

the required license from the NRC. As Company witness Byrne testified, Bechtel is one

of the most experienced and well-recognized firms internationally in power systems

construction, engineering and consulting services. (Tr. III, p. 604, 1. 9 - 11.) SCE&G

has extensive knowledge of Bechtel Corporation both from past projects and from

Bechtel's standing and involvement in the nuclear power industry. (Tr. III, p. 604, 1. 11 -

14.) According to Mr. Byrne, the NRC has already completed its sufficiency review of

the COLA prepared by Bechtel for Units 2 and 3 and has declared the COLA sufficient

and available for review and comment. Mr. Byrne testified that SCE&G has been fully

satisfied by the thoroughness, professionalism and competency of the work that Bechtel

and its subcontractors have done to date and that Bechtel is capable of seeing the

application tba'ough to its conclusion. (Tr. III, p. 604, 1.14 - 17.) The Commission finds

that Bechtel and its subcontractors are well qualified to assist the Company in obtaining a

license for the new Units.

Based on the foregoing, the Commission finds that the contractors and vendors,

including those provided for in the EPC and otherwise, are competent and reliable to

perform as subcontractors and vendors to the project and that their selection and

qualifications were reasonable and prudent and fully satisfies the requirements of the

Base Load Review Act.
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4. The Terms of tile EPC Contract

A key component of the prudency review envisioned by the Base Load Review

Act is a review of the reasonableness and prudence of the contract under which the new

units will be built. Units 2 and 3 will be constructed pursuant to the terms of an EPC

Contract which SCE&G negotiated with Westinghouse/Stone & Webster over a two and

a half-year period. Under that contract, SCE&G is responsible for providing the

construction site and specified construction utilities and for obtaining permits and

licenses needed to build and operate the Units. (Tr. III, p. 580, 1. 12 - 14.)

Westinghouse/Stone & Webster is responsible for other aspects of designing, engineering

and constructing the Units. (Tr. III, p. 579, I. 13 - 16; Tr. III, p. 579, 1. 21 -p. 580, 1.3.)

Both a confidential and non-confidential version of the EPC Contract have been filed in

the record of this proceeding as Exhibit C to Mr. Byrne's testimony. (Hearing Exhibit 2,

SAB-3.)

a. Pricing Terms

The pricing under the EPC Contract divides the Westinghouse/Stone & Webster

charges into seven specific categories. Each of those categories has distinct pricing terms

that apply to those aspects of the work that fall within them.

* The Fixed with No Adjustment category includes some major plant

components necessary to construct the Units. The price for these items

is fixed in absolute dollars and no inflation adjustment or escalation

rate applies to them. (Tr. III, p. 589, 1. 5 - 11 .)
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• The Firm with FixedAdjustmentA categoryincludesother items of

majorequipmentfor theplant, Thepricefor thisequipmentis fixed in

2007dollars, Thatprice is subjectto escalationbasedon a specified

annualpercentageratethat is establishedin the contract. (Tr. III, p.

589,1.12-20.)

• The Firm with Fixed Adjustment B category includesspecialized

nuclear-specificlabor, systemsand material chargesthat will be

incurredby WestinghouseElectric Corporationdirectly in designing

and constructingthe Units. The price for this work is fixed in 2007

dollm's and is subject to escalationbased on a specified annual

percentageratethatis slightly higherthantheratefor Firm with Fixed

AdjustmentA category.(Tr. III, p. 589,1,2t - p.590,1.9.)

• TheActualCraft Wagescategoryincludesall sitecrat_labor,which is

skilled constructionlabor such aswelders,pipe fitters, riggers, and

concrete finishers. These labor costs are charged at

Westinghouse/Stone& Webster's actual cost at the time they are

incun'ed. (Tr. III, p. 590,1.19-21.)

• TheNon-LaborTargetcategoryincludescostsof constructionmaterial

and supplies as well as the cost of ancillary buildings such as

warehouses.Thesecostsarechargedbasedon Westinghouse/Stone&

Webster'sactualcostatthetimetheyareincurred. (Tr. III, p. 591,1.1

- 5.)
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• The Time and Materialscategoryincludeschargesfor the time and

materialssuppliedby Westinghouse/Stone& Websterin supportof

SCE&G's obtainingrequiredlicensesandpermits for the Units, and

testingand start-upof the Units. Thesecostsarechargedbasedon

Westinghouse/Stone& Webster'sactual cost at the time they are

incurred. No escalationrateis specifiedin theEPCContract. (Tr. III,

p. 591,1.6- 10.)

• The Firm with IndexedAdjustmentcategoryincludes all items not

includedin othercategories.Specifically, it includessuch thingsas

non-craft labor andancillarycostsof theconstructionproject suchas

insurance. For chargesthat fall within this cost category, the

underlyingprice in 2007 dollars is fixed, but the price is subjectto

escalationbasedon the Handy-WhitmanAll SteamSouthAtlantic

Regionescalatoras it is updatedyearto year. (TR. III, p. 590,1.t0 -

18.)

Of thesesevenprce categories,four arecategoriesfor which pricesarefixed in

absolutedollars, or are quotedin firm 2007 dollars with a statedescalationrate or

specifiedinflation index. In these"fixed andfirm" categories,SCE&G remainsat risk

for scopeadditionsand changeorders.Otherwise,substantiallyall of the non-inflation

pricerisk is assumedby Westinghouse/Stone& Webster.(HearingExhibit 2, SAB-3,p.

3.)
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The Target Price categories include Actual Craft Wages and Non-Labor Target.

The EPC Contract sets a Target Price for these cost categories in 2007 dollars subject

only to indexed inflation and to scope changes and change orders. If Westinghouse/Stone

& Webster exceeds the Price Target, then it is at risk for a contractually determined

portion of its profits on the excess work. (Tr. II, p. 179, I. 3 - 6.) If the work comes in

under the Target Price, then Westinghouse/Stone & Webster are allowed to keep a

majority of the savings. (Tr. II, p. 179, 1. 6 - 8.) This combination of potential incentives

and penalties provides Westinghouse/Stone & Webster with a strong motivation to

complete the project at or below the Target Price.

The Time and Materials category is the only EPC cost category that is outside

both the fixed and firm category and the target price category. It represents the cost of

assistance that Westinghouse/Stone & Webster will provide to SCE&G in licensing,

permitting and testing the Units and is a small component of the total price. (Tr.III, p.

592, 1. 18-p. 594, 1. 11.)

A number of intervenors have raised questions concerning the degree of price

certainty provided by the EPC Contract. SCE&G Witnesses Byme and Marsh testified

that in the EPC Contract negotiations, the Company sought to obtain the greatest degree

of price assurance possible, with due consideration to the cost that Westinghouse/Stone &

Webster's would charge for accepting additional price risk. (Tr. II, p. 178, 1. 15 -p. 179,

1. 9.) A review of the EPC Contract's pricing terms indicates that in excess of 50% of the

total EPC price falls into fixed or firm categories. (Tr. III, p. 592, I. 5 - 7.) More

specifically, these fixed and firm categories contain the major equipment and components
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that areto beusedin theUnits,andthemajority of nuclear-specificengineeringandother

servicesthat will be providedby Westinghouseasthe nuclearsystemsprovider. (Tr.

VIII, p. 2032,I. 1- p. 2033,1.5.) Westinghouse/Stone& Websterwasableto provide

fixed or firm pricingnot only on themajority of thetotal price,but alsoon themajority

of thoseelementsof the equipmentand servicesthat were most uniquely nuclear in

nature,and so subjectto potential price risks that are unique as comparedto more

standardconstructioncost items. TheTargetPricingprovisions,quotedabove,provide

additional incentivesto hold prices on otherpartsof the contractto anticipatedlevels.

For thesereasons,the Commissionfinds that theEPCContractcontainsreasonableand

prudent pricing provisions,as well as reasonableassurancesof price certainty for a

projectof this scope.

b. Quality Assurance Terms

An important set of provisions in the EPC Contract are the terms related to

ongoing quality control and quality assurance during the course of the project. The EPC

Contract requires timely financial and status reporting by Westinghouse/Stone & Webster

during the course of the project. SCE&G has the right to inspect all work, including

fabrication conducted off-site by Westinghouse/Stone & Webster and in suppliers' and

vendors' facilities. (Tr. VIII, p. 1901, 1. 22 - p. 1902, 1. 3.) SCE&G has the right to

block any new vendors from being added to this list that do not meet its approval. (Tr.

III, p. 586, 1.4 - 7.)

SCE&G has clear contractually-defined fights to access and inspect contractors'

and subcontractors' facilities and to audit their quality assurance programs and
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manufacturingtechniques.(Tr. III, p. 586,1.13 - 18.) TheEPCContracthasspecified

witnesspoints andhold points at which SCE&Gpersonnelhavethe right to be present

when certainkey manufacturingprocessestake place, and to inspect the quality of

partially completedequipmentandcomponentsat designatedstagesof their production.

(Tr. III, p. 586,1.18- 21.) SCE&Gmaydesignateadditionalwitnessandholdpointsat

its expense. (Hearing Exhibit 2, SAB-3.) SCE&G has the right to reject work,

equipmentandcomponents,theright to issue"stopwork" ordersto allow timeto resolve

questionsconcerning quality deficiencies,and the right to require contractorsor

subcontractorsto changemanufacturingprocessesto correctquality deficiencies. (Tr.

VIII, p. 1902,1.20 - 23.) The EPC includesdetailedrequirementsfor subcontractor

quality assurance, reporting of defects and noncompliance to SCE&G and

Westinghouse/Stone& Webster,qualitycontrolandinspectionactivitiesby SCE&Gand

Westinghouse/Stone& Websterto ensureperformance,accessand auditing of quality

control by SCE&G at Westinghouse/Stone& Webster facilities and subcontractor

facilities. (Tr. III, p. 586,1.13- 18.;Tr.VIII, p. 1902,1.18-20.)

The recordshowsthat theEPC Contractcontainsprovisionsthat arereasonable

andprudentandallow SCE&Gto protectits interestandthe interestsof its customersin

thequality of thework doneto constructUnits2 and3. The Commissionpointsout that

regm'dlessof the termsof the EPCcontract,SCE&O hasthe ultimateresponsibilityfor

the properexecutionof the EPC contractand the constructionof the units, including

appropriatequalitycontrolandqualityassurance.
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c. Other Provisionsof the EPC Contract

The EPC Contract sets definitive substantial completion deadlines for Units 2 and

3 of April t, 2016 and January 1, 2019 respectively. Westinghouse/Stone & Webster

must pay liquidated damages in material amounts if completion is delayed. (Tr. III, p.

598, 1. 10 - 16.)

As to warranties, the EPC Contract contains warranties on materials, work and

equipment which begin to run from substantial completion of each Unit or from the date

that the equipment or component is placed into service if SCE&G places it into service

before substantial completion of the Unit. (Tr. !II, p. 599, i. 15 -p, 600, 1. 9; Hearing

Exhibit 2, SAB 3.) The EPC Contract contains provisions for SCE&G to purchase

extended wan'anties on equipment at prices to be offered by Westinghouse/Stone &

Webster. (Tr. III, p. 600, h 6 - 9.) The EPC Contract contains clear capacity targets for

Units 2 and 3, with liquidated damages if they are not met, and bonus payments if the

plants demonstrate that they can reliably generate more power than specified in the EPC

Contract. (Tr. III, p. 598, 1. 10 - 16; Tr. III, p. 599, 1. 1 - 6.) The EPC Contract contains

clear processes and procedures for measuring compliance of the Units with capacity

targets and guarantees. (Tr. III, p. 598, 1.20 -p. 599, 1. 6; Tr. III, p. 599, i. 17 -p. 600, 1.

9.)

As to change orders, the EPC Contract contains clear definitions of the sorts of

conditions that entitle the contractors to change orders and associated price adjustments.

Tr. III, p. 594, t. 17 - p. 595, 1. 1.) These provisions are contained in Article 9 of the EPC

Contract. These provisions specify in detail the sort of information required to be
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submitted with a change order, the requirement for review and agreementby

Westinghouse/Stone& WebsterandSCE&Gto changeorders,thepaymentandschedule

impactsof changeordersandthe handlingof disputesasto changeorders. (Tr. III, p.

595,1.3 - 8.) Mr. Byrne testifiedthat thesechangeorderprovisionsarereasonableand

reflect standardpracticein the industry andprovideappropriateprotectionfor SCE&G

andits customers.(Tr. III, p. 595,1.9 - i0.)

The EPCContractcontainsguaranteeprovisionsunderwhich theparentsof both

Westinghouse(Toshiba,Corp.)and Stone& Webster(The ShawGroup)agreeto stand

behind the obligationsof their subsidiariesup to certain definedamounts. (Hearing

Exhibit 2, SAB-3.) It includesrights for SCE&Gto terminatework underthe contract

duringtheconstructionprocess.(Tr. III, p. 669,1.7- 17.) In addition,it addressessuch

matters as Insurance;Limitation of Liability; Liens; Proprietary Data; Intellectual

Property; Environmental Controls and Hazardous Materials; Title and Risk of Loss;

Suspension and Termination of Work; Safety - Incident Reporting; Qualifications and

Protection of Assigned Personnel (including provisions for fitness for duty and security

screening; training to environmental, OSHA, NRC and other applicable Laws, NRC

Whistleblower Provision and respirator protection); Records and Audits; Taxes; Dispute

Resolution; Notices; Assignment; Waiver; Modification; Survival; Transfer; Governing

Law - Waiver of Jury Trial - Certain Federal Laws; Relationship of Owner (SCE&G) and

Contractor (Westinghouse/Stone & Webster); Third Party Beneficiaries; Representations

and Warranties; and Miscellaneous Provisions. (Tr. III, p. 600 I. 12 -p. 601, 1.5.)
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ORSexpertsconductedanextensivereviewof theEPCContractandtestified,as

did Mr. Byrne, that its terms are reasonableand appropriate,consistentwith industry

standards,and reasonablyprotectSCE&G's and its customers'interests. (Tr. VIII, p.

1898,1.6 - 20.) The evidenceof recm'dsupportsthe conclusionthat the termsof the

EPCContractarereasonableandprudent.

However,in relyevent,regardlessof thetermsof theEPC Contract,SCE&Ghas

the ultimateresponsibilityfor the properexecutionof that contractandthe construction

of theUnits, includingappropriatequalitycontrolandqualityassurance.

5. The Price of Units 2 and 3

The Combined Application, at Exhibit F, set out the estimated cost of Units 2 and

3 as $6,313,376,000 in escalated dollars. (Hearing Exhibit 16, EEB-1.) Of this amount,

$1,514,340,000 represents escalations and inflation resulting in an unescalated cost of

$4,799,036,000. (Hearing Exhibit 37.) Included in that amount is $264,289,000 of

capitalized interest in the form of AFUDC. (Hearing Exhibit 16, EEB-I.) Accordingly,

the estimated construction cost of the project in 2007 dollars is $4,534,747,000 (or

$3,693 per KW), net of AFUDC.

The amount of $4,534,747,000, is the cost of Units 2 and 3 without AFUDC in

2007 dollars and is the capital cost which SCE&O asks this Commission to approve

under the terms of the Base Load Review Act. (AFUDC and inflation will be calculated

as set forth in this Order and added to it as the project proceeds.) The $4,534,747,000 is

also the cost beyond which SCE&G must obtain Commission approval of a change in the

project in order to remain eligible for revised rates under the Base Load Review Act.
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Companywitnegs Byrne testified that this cost was the result of intense

negotiationswhichresultedin substantialpriceconcessionsfrom Westinghouse/Stone&

Websterrelatedto their interestin closinginitial contractsto ensurethattheir technology

ledin therevitalizationof the nuclearindustryin theUnited States.(Tr_III, p. 633,1.12

- p. 634,1. 1.) ORS WitnessCrisp,who has internationalexperiencein powerplant

negotiations,testifiedthat SCE&Gwastheclearwinnerin theEPCContractnegotiations

andthattheresultingpricefor Units2 and3 is .quitereasonable.(Tr. VIII, p. 1954,1.14

- 18.) No patty hastakentheposition thatthis priceis unreasonablyhigh for theprice

for newnuclearcapacity. (HearingExhibit 37;Tr. III, p. 575,i. 15- 22.)

Instead,FOE arguedthatthis price is unrealisticallylow. However,asdiscussed

above,thereis nothingin theEPCContractor the costschedulesandestimatesbasedon

,it to supportthe argumentthat SCE&Ghasunderestimatedthe foreseeablecost of the

Units. Thereareno terms or provisionsin the EPCContractor elsewherethat support

the assertionmade at the hearing that "bait and switch" pricing underliesthe price

presentedin the CombinedApplication. The $4,534,747,000price includesall major

aspectsof plant constructionand licensing, reasonableestimatesof owner's cost,

including licensingandpermittingcostsandprojectoversight,reasonableestimatesof the

costs of transmissionupgradesassociatedwith the Units, and reasonableamountsof

additionalproject contingenciesin additionto thosealreadyincludedin the underlying

price bids and estimates. (Hearing Exhibit 2, SAB-3.) Given the contractual

commitments,inflation assumptionsand contingenciesthat this price includes,the

Company'sprice estimateconstitutesan estimateof the price of the Units that is
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reasonableandprudentandprovidesanappropriatebasisfor approvedcapitalcoststo be

establishedin therequestedbaseloadrevieworder.

6. The Company'sPlan for Financing Units 2 and 3

Certain of the intervenors have raised questions about whether SCE&G can

successfully finance the construction of Units 2 and 3. The concerns raised relate to a)

the specificity of SCE&G's financing plan as presented in this proceeding, b) the overall

ability of SCE&G to finance the project, and c) the ability of SCE&G to finance the

project in the context of the liquidity and financial crisis that the nation is experiencing at

this time.

a. The Reasonableness and Practicality of SCE&G's Financing Plan

The record shows that SCE&G will finance the immediate cash needs of its

construction program using short-term borrowing. (Tr. IV, p. 932, 1. 11 - 12.) Later, as

short term debt reaches a sufficient amount, the Company will replace the short-term debt

with medium to long term debt. (Tr. IV, p. 932, 1. 14 - 16.) The timing, size, and terms

of these medium-term to long-term debt issuances will depend on market conditions at

those times and the cash needs of the project as they develop. As to capital structure, Mr.

Addison testified that the Company will monitor its equity to capital ratios, and plans to

issue equity sufficient to finance the nuclear investment on a 50-50 debt/equity basis over

time. (Tr. IV, p. 932, 1.21 - p. 933, 1. 1.) The timing and amount of these future equity

issuances will also depend on future market conditions. (Tr. IV, p. 933, 1. 1 - 3.)

As Company witness Addison testified, this approach is in keeping with the

Company's standard practice when investing in major capital projects on its system. As
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is typically thecase,thetiming andamountof futuredebtandequityissuancescannotbe

predictedwith specificity. (Tr. IV, p. 932,1.11- 20.)

SCE&Gwill userevisedratesundertheprovisionsof theBaseLoad Review Act

to generate funds to pay debt service on the newly issued debt, and to provide earnings to

support the newly issued equity. (Tr. IV, p. 917, 1. 14 - 19.) These revised rate filings

will allow the Company to obtain a timely recovery of the cost of capital associated with

its ongoing investment in the construction of the new units as that construction proceeds.

In the Combined Application and the exhibits to the testimony of Company witness Best,

the Company has provided a detailed schedule of the revenue requirements to support its

investment in the new units year to year. It has also provided the projected rate

adjustments year by year to support this investment. The anticipated rate adjustments

will be made through revised rate filings under the Base Load Review Act. As Company

witness Addison testified, these adjustments are self-calibrating and will reflect the

current cost of debt, the current capital structure and the cm_ent amount of capital

investment in the Units at the time of each revised rates proceeding. They will reflect a

return on equity that is set at a rate, 11%, that is sufficient in cml"ent conditions, but can

change if the Commission sets a different return in a future rate proceeding. The rate

adjustments needed to support the construction of the Units will be spread over the period

between 2009 and 2019. In no year is any projected increase related to the investment in

the Units anticipated to exceed 4%. (Tr. IV, p. 924, 1. 12 - 21.)

Based on the evidence on the record in this proceeding, the Commission finds that

the financial plan set out here is reasonable, prudent and practical.
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In addition, as Mr. Addison testified, this plan has been presentedto the

investment community, including rating agency personnel, investment analysts,

institutionalinvestors,andhedge-fundinvestors.Theyhavebeensupportiveof theplan

andthe Company'sability to raisecapitalunderit, assuminga positiveoutcometo these

proceedings.Their supportis indicatedin the stronginvestmentgradedebtratingsthat

have been affirmed for SCE&G's debt, and in the reasonablestock prices that the

Companyhasmaintainedevenin the face of cun'entconditions. The evidenceon the

recordclearlysupportstheCompany'sability to financetheconstructionof Units2 and3

using its currentfinancingplan andthe mechanismsprovidedby the BaseLoadReview

Act. (Tr. IV, p. 943,1.5 - p. 944,1.2.)

b. The Level of Detail Presented in the Plan

Certain of the intervenors challenged the level of detail presented concerning the

Company's financial plan. The testimony on the record of this case, however, shows that

the scope and detail of the financial plan as presented here is not in any way deficient for

purposes of this proceeding. As Mr. Addison testified, the plan presented here is the

same plan that has been presented to the rating agencies, to investment analysts and to

investors. The plan does not contain details concerning the size and dates of future debt

and equity issues, because those details depend on the timing of future cash needs, and

the nature of future market conditions which cannot be known at this time. (Tr. IV, p.

931, 1. 13 - 15.) Instead, under the Company's plan, the timing, size and terms of future

debt and equity issuances remain flexible. The record shows that the scope and detail

provided concerning this plan is sufficient to allow the Commission to evaluate the
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reasonableness and prudence of the decision to build Units 2 and 3, and to determine that

the plan is both practical and realistic. (See generally, Tr. IV, p. 951 - 955.)

c. SCE&G's Ability to Execute the Plan in Current Markets

FOE and other intervenors challenge the reasonableness and prudence of the

Company's decision to proceed with the construction of Units 2 and 3 in the face of

current economic conditions. For instance, FOE's witness Brockway questioned whether

the Company will be able to raise the required funds given the recent liquidity crisis and

the tight financial markets that have resulted.

The record shows, however, that the Company has been able to maintain access to

capital even during the height of the liquidity crisis. The Company's CFO, Mr. Addison,

testified concerning the Company's experience during this period. He testified that

during the last week of September 2008, which was at the height of the liquidity crisis,

SCE&G went to the market for $250 million in 10-year first mortgage bonds to fund its

operations, including ongoing investments in Units 2 and 3, and to increase its cash

reserves. (Tr. IV, p. 928, 1. t7 - 19.) In all, the Company received formal expressions of

interest in these bonds that totaled $1.3 billion. (Tr. IV, p. 928, 1.22 - p. 929, 1. 1.) In

light of this market response, SCE&G increased the size of the ultimate issue to $300

million and tightened the coupon interest rate on the bonds from 6½ percent interest to

6½ percent. (Tr. IV, p. 928, 1. 17 - p. 929, 1. 3; Tr. IV, p. 950, 1. 19 - 20.) The bond

issue was successfully closed during the first week in October and, according to Mr.

Addison, the Company has continued to receive unsolicited inquiries from large investors

wanting to acquire more SCE&G bonds. (Tr. IV, p. 928, 1. 17 -p. 929, 1. 11.)
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At the sametime, the Companyhas continuedto maintaina stock price that

supportsits accessto additionalequitycapitalon reasonableterms. (Tr. IV, p. 928,1.i0

- 15.) As to debt ratings,Moody's affirmed a strong, investmentgraderating for

SCE&Gin November,2008. (Tr. VI, p. 1241,p. 7 - 21.) Theratingagencyspecifically

recognizedSCE&G's ability to accesscapital bond markets under current market

conditionsas evidenceof investors' "flight to quality and perceivedcomfort in lower

risks associatedwith rate-regulatedbusinessactivities." (Tr. VI, p. 1242,1.4- 12.)

As Mr. Addisonpointsout, in timesof economicuncertainty,themarkettendsto

favor stableand predictablecompanieslike SCE&G as"safe harbors"for capital. (Tr.

IV, p. 929, 1. 14 - 21.) The record supportsthe fact that SCE&G doesmaintain

reasonableaccessto capitalin spiteof therecenteconomicdownturn.Cun'entconditions

havenot madeit impossibleorundulydifficult for SCE&Gto financetheconstructionof

Units 2 and3. (Tr. IV, p. 951,1.13- 15.)

FOE statesin its Brief that, asrecentlyas the end of September2008,Fitch's

ratings gave the Company a '_NegativeOutlook," due to "substantial financial

commitmentof its planto constructtwo nucleargeneratingunits for servicein 2016and

2019, respectivelyaswell as the constructionrisk and uncertaintiesassociatedwith a

project of this size and complexity." FOE Brief at 45. However,as SCE&G witness

Addisonpointedout, FitchhadstatedinanAugust4, 2008pressrelease:"Ultimately, the

rating impact will depend on management'sfinancing plan, its ability to control

constructioncosts, the regulatory treatmentof investmentexpendituresand capital

market access."(Tr.IV, pp. 912, 1. 24-913,1. 2) Addison noted that the Company
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addressedthe cost-relatedrisk through the Firm/Fixed price elementsof the EPC

Contractandothermeasures.TheCompanyhasstatedit hasaccessto capital. Through

this Order,the Commissionhasresolvedthe regulatot_¢question. Addisonopinedthat

neitherthedropin shortterm ratingby Fitch,nor the2007downgradeof SCE&G's credit

rating put into doubtthe Company'sability to financethe newunits successfully. (Tr.

IV, p. 914, 1. 12-14.) Fitch downgradedthe short-termdebt of SCANA and its

subsidiaries,but affirmed its SingleA- rating for SCE&OasanissuerandanA+ rating

for SCE&G's seniorsecureddebt. Therating changesdonot castdoubton the ability of

the Companyto issuelongterm debton reasonabletermson a goingforwardbasis.(Id.)

SCE&G currentlymaintainsa stronginvestmentgraderating that hasbeenaffirmedby

two rating agenciesafter a comprehensive review of the Company's plans for building

and financing VCSNS Units 2 and 3. (Tr. IV, p. 914, i. 14-17.)

d. Santee Cooper as a Financial Partner

Certain of the intervenors have challenged the completeness of the record as to

the role of Santee Cooper in this project. As stated above, SCE&G will own 55% of the

two plants and Santee Cooper will own the remaining 45% share. (Tr. XIII, p.2918, 1. 1-

5.). The Commission is not required to rule on issues concerning Santee Cooper's need

for the capacity it will purchase in Units 2 and 3 or the contribution to reliability and

system economy those Units wilt make to its system. Nonetheless, evidence in the record

shows that Santee Cooper and the cooperatives and municipalities it serves provide

electricity to some of the fastest growing areas in South Carolina.
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Certain of the intervenorshave questionedwhether the record in this case

demonstratesSanteeCooper'sability to fulfill its financial obligationsto the project.

However,astherecordshows,SanteeCooperis oneof the largestpublicpowerutilities

in the nation. (Tr. IV, p. 934, 1. 7 - 9.) It has approximately $1.4 billion in annual

revenue and $5.9 billion in assets. To support growth in its retail and wholesale service

telTitory, Santee Cooper has accessed billions of dollars in capital in recent decades to

build and upgrade power plants. (Tr. IV, p. 934, I. 10 - 12.) Santee Cooper's debt has

been consistently rated AA by the major rating agencies. (Tr. IV, p. 934, i. 22 - p. 935,

1. 1.) On October 24, 2008, Santee Cooper successfully mm'keted $667 million in

revenue bonds in the midst of the ongoing market challenges. (Tr. IV, p. 935, 1. 2 -4.)

Taken together, Santee Cooper and SCE&O provide wholesale or retail service for

approximately 60% of the customers in South Carolina, have combined electric revenues

of over $3.3 billion, and combined electric assets that exceed $13 billion. They have

successfully partnered in building and operating Unit 1 for over 30 years. The record

clearly indicates that Santee Cooper is a partner for this project that is capable of living

up to its commitments to the project and of raising the capital necessalT to defi'ay its

portion of the cost of constructing Units 2 and 3. Combined, Santee Cooper and SCE&O

represent a capable team for this project. (Tr. IV, p. 935, 954 - 956.) There is no reason

to doubt the commitment by Santee Cooper's board and leadership to participate in this

project. (See generally, Tr. IV, p. 955)While the Commission does not have jurisdiction

over Santee Cooper, the fact that 45% of the electricity generated by Units 2 and 3 will be
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generatedfor the benefit of cooperativecustomersin SouthCarolinais a significant

factorin its decision.

7. SCE&G's Ability to Oversee Construction of the Units

One important consideration concerning the reasonableness and prudence of the

construction plan is how SCE&G intends to oversee that construction to protect its

interests and the interests of its customers. The record in this proceeding contains a

detailed description of resources and an approach that SCE&G will use to ensure that

those interests are protected. (Tr. III, p. 617, 1.7 - p. 620, I. 7.)

a. Internal Oversight

The Commission finds that the Company will be able to manage and oversee the

construction of Units 2 and 3. Company witness Byrnc testified that the Company's new

nuclear deployment team includes engineering, licensing, construction, quality assurance,

operations, training and accounting personnel who will provide comprehensive oversight

of project construction and administration of the EPC Contract. SCE&G was in the

process of hiring additional individuals at the time of the hearing. (Tr. III, p. 617, 1. 10 -

13.) Mr. Byrne testified that specific members of the team will be charged with oversight

of each component of the construction program and EPC Contract such that SCE&G's

oversight group will mirror the organizational structure of the Westingh0use/Stone &

Webster team that is building the Units. (Tr. III, p. 617, t. 13 - 20.) Members of the

oversight group will sit in on construction meetings, participate in inspection, testing and

acceptance protocols, and review and monitor issues of cost, budget compliance and

milestone progress. (Tr. III, p. 617, 1.20 - p. 618, 1.5.) All told, more than 50 SCE&G
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personnelwilt becommittedto thenewnucleardeploymentteam. (Tr. II, p. 179,1.15-

17.)

This constructionoversightgroup, reportingto SCE&G's GeneralManagerof

New Nuclear Deployment, will meet, as necessarywith the Project Directors for

Westinghouse/Stone& Websterto reviewprojectstatusandscheduleandwill alsomeet

with themmonthlyfor in-depthreviewsof budgetandpaymentissues. (Tr. III, p. 618,1.

1- t 1.) Thenewnucleardeploymentorganizationwill issuewritten reportsmonthlyto

SCE&G's SeniorVice Presidentfor GenerationandChiefNuclearOfficer andwill meet

quarterlywith the ExecutiveSteeringCommitteefor theProjectwhich is comprisedof

the Presidentof SCE&G andthe Chief OperatingOfficer of SanteeCooper. (Tr. III, p.

618,1.11- 15.) TheGeneralManagerof theNew NuclearDeploymentgroupalsohas

the authorityto escalateissuesto thisseniorleadershipgroupatanytime. (Tr. III, p. 618,

1.15 - 16.)

b. Third-Party Oversight

In addition to the oversight functions discussed above, the plant construction will

be subject to oversight and review by the NRC. As testified by Company witness Byrue,

the level of NRC oversight and control over the site will be significant and will be

comparable to what it would be for an operating nuclear power plant, although focused

specifically on construction and fabrication rather than operations. (Tr. III, p. 584, 1. 8 -

14.) The Company expects as many as seven NRC inspectors to be on-site full time

during construction. (Tr. III, p. 584, 1. 14 - 16.) According to Mr. Byme, the number of

inspectors will be staged, beginning with module fabrication on site, and additional NRC
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inspectionteamswilt be sentto the site on a regularbasisto inspectspecificactivities

suchaswelding,ITAACs, start-upandtesting. (Tr. III, p. 584,1.16- 20.)

In addition, this project will be subjectto regular and continuousreview and

oversightby the ORSpursuantto theBaseLoad Review Act. S.C. Code Ann. § 58-33-

277. Based upon the foregoing, the Commission finds that the Company has produced

sufficient evidence to show that it will be able to sufficiently monitor and manage the

construction of the Units 2 and 3 at the Jenkinsville site.

8. SCE&G's Ability to Operate Units 2 and 3 Successfully

Certain of the intervenors challenged SCE&G's ability to operate Units 2 and 3

successfully when constructed. Their concerns centered on SCE&G's size as a utility and

its lack of a fleet of nuclear plants. However, the record clearly indicates that SCE&G

has very successfully operated Unit 1 as a single unit for decades and has compiled an

excellent operating record. As Company witness Byrne testified, utilities that operate

fleets of nuclear plants nationally or regionally have not performed better or established a

better nuclear operating culture than SCE&G. (Tr. IV, p. 864, 1.7 - 20.) In fact, he

testified that fleet utilities may be at a disadvantage in retaining and managing a skilled

operating team because their operations are widely disbursed and the chain of command

is longer. (Tr. IV, p. 864, 1. 77 - p. 865, 1. 21.) Both Company witness Byrne and ORS

Witness Crisp testified concerning the strength of SCE&G's current nuclear operations

and culture. (Tr. III, p. 551, 1.8 - 19; Tr. IV, p. 858, 1. 20 - p. 859, 1. 4.) The record

shows that SCE&G has been consistently successful in operating Unit 1 as a single unit.

There is nothing to indicate that SCE&G cannot also successfully operate Units 2 and 3.
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9. Risks of Construction

As required by S.C. Code Ann. § 58-27-250(8), SCE&G presented a

comprehensive list of the risk factors it had identified concerning the construction and

operation of the Units. (See Hearing Exhibit 2, SAB-7.) In his testimony, Company

witness Byrne discussed those risks and the steps that SCE&G is taking to mitigate their

potential to adversely affect the cost of the Units or the construction schedule for them.

(See generally, Tr. III, p, 615 -617.)

The record shows that the risks of proceeding with construction of these Units

include licensing and regulatory risks, which include the risk that the NRC or other

licensing agencies might delay the project by delaying the issuance of necessary permits,

or might change regulatory or design requirements so as to increase costs or create

construction delays. Risks of the project also include the risks related to the design and

engineering that remains to be done on the Units; risks of procurement, fabrication and

transportation related to equipment and components for the Units; construction and

quality assurance risks generally; risks related to hiring, training and retaining the

personnel needed to construct and operate the Units; financial and inflation risks; and

disaster and weather-related risks. (Tr. III, p. 615, 1. 14 -21.)

In ruling on whether the decision to construct Units 2 and 3 is reasonable and

prudent, the Commission must evaluate the risks of constructing these units compared to

the risks of meeting the energy needs of SCE&G's customers by other means. As Mr.

Byme and Mr. Marsh testified, the risks related to other alternatives include the

uncertainty as to future CO2 emissions cost; the uncertainty as to future coal and natural
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gasprices and supplies;the relatively large amountof coal and gas-firedgeneration

alreadyincludedin SCE&G's generationmix; theuncertaintyasto the futurecostsand

availability of AP1000 units or other nuclearunits; the loss of special federal tax

incentivesif constructionis defen'edandotherfactors. (Tr. III, p. 616,1.4 - 20; Tr. II,

p. 170,t. 15-p. 172,1.16.)

There is no risk-free meansto meet the future energy needs of SCE&G's

customersor of the state of SouthCarolina. Basedon the evidenceof record,the

Commissionfinds that it is reasonableandprudentto proceedwith the constructionof

Units 2 and 3 in light of the information availableat this time and the risks of the

alternatives. As the record also indicates,the Companyhas takenreasonablestepsto

identify andmitigate risk factorsrelatedto this project. The Commissionhasreviewed

therisks of the project asmitigatedby SCE&Gandhasdeterminedthat it is reasonable

andprudentto assumetheserisks in light of therisksof relianceonotherenergysources

to meetcustomers'futureenergyneeds.

10. Risk Shifting

FOE hasproposedthat the Commissionshouldattempt,in its baseload review

order,to precludeSCE&Gfi'om seekingrecoveryof anyadditionalcoststhatmightarise

dueto the occmTenceof specifiedor unspecifiedrisks of the project. The Commission

finds thatthisrequestis contraryto the languageandintentof theBaseLoadReviewAct.

That Act envisionsathoroughprudencyreview of the decisionto constructtheUnits at

this juncture. As the Act envisions, ORS and the other pro-ties to this case have been

given a full opportunity to conduct discovery and present evidence on the prudency of the
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Company'sdecisionto proceedwith the construction. ORS has in fact conducteda

thoroughinvestigationof the decisionto constructthe Unitsandhasemployeda diverse

panelof well-qualified internalandexternalexpertsto do so. For its pal_,theCompany

haspresentedcomprehensiveand candidtestimonyconcerningits risk assessmentand

decisionmakingprocessrelatedto theseUnits.

The Commission's approval of the reasonablenessand prudency of the

Company'sdecisionto proceedwith constructionof theUnits restsonathoroughrecord

and detailedinvestigationof the informationknown to the Companyand thepalsiesat

this time. Onceanorderis issued,theBaseLoadReviewAct providesthattheCompany

may adjust the approved constructionschedule and schedulesof capital cost if

circumstancesrequire,so longastheadjustmentsarenot necessitatedby theimprudence

of the Company. S.C. Code Ann. § 58-27-270(E). The statutedoesnot allow the

Commissionto shift risksbackto the Company,asMs. Brockwaysuggests,nor doesthe

Commissionfind any justification for doingso in the record of this proceeding. In

addition,risk shifting couldjeopardizeinvestors'willingnessto providecapital for the

projecton reasonabletermswhich,in turn,couldresultin highercoststo customers.

B. Anticipated Construction Schedules and Contingencies and

Anticipated Components of Capital Cost and the Schedules for Incurring

Them with Contingencies

The Base Load Review Act requires the Commission to determine "the

anticipated construction schedule for the plant including contingencies [and] the

anticipated components of capital costs and the anticipated schedule for incun'ing them,

including specified contingencies." S.C. Code Ann. § 58-33-270(B)(1), (2).
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1. Construction Schedule

As discussed above, Westinghouse/Stone & Webster has contractually committed

to have substantially completed Unit 2 by April 1, 2016 and Unit 3 by January 1, 2019.

An anticipated construction schedule, in the form of a milestone schedule leading to

completion of the two Units by the substantial completion dates mentioned above, was

included in the Combined Application as Exhibit E and was introduced into the evidence

as Hearing Exhibit 2, SAB-5 ("Exhibit E"). As to Exhibit E, the Commission finds that

the milestone schedule it contains represents an appropriate anticipated construction

schedule for the plant as required by the Base Load Review Act and approves it as such.

The Commission has also reviewed the detailed construction schedule comprising Exhibit

E to the EPC Contract which was entered into the record as Hearing Exhibit 5. This

detailed construction schedule lists thousands of individual activities and tasks. Certain

interveners suggested that this document might form a suitable approved construction

schedule for purpose of this order, but this schedule is too detailed and subject to too

much change and amendment to serve as the approved construction schedule envisioned

by S.C. Code Ann. § 58-33-270(B)(1).

2, Plant Construction Cost Forecasts

The anticipated components of capital cost for the Units are set forth on Exhibit F

to the Combined Application, which was entered into the record of this proceeding as

Hearing Exhibit 16, EEB-1 ("Exhibit F" - Public Version). This capital cost schedule

shows the anticipated capital "cost of the plant and associated transmission, by year,

broken down into the seven cost categories contained in the EPC Contract, as well as
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owner's cost, transmission cost, and the forecasted amount of AFUDC. This schedule

also sets forth the capital cost contingency associated with the plant costs and

transmission costs by year. The base dollars in the schedule are all 2007 dollars, and

inflation or escalation adjustments are separately stated by year for each of the major

types of cost (plant cost, transmission cost, and contingencies).

SCE&G Witness Byrne testified that the estimates of EPC and owner's costs

contained in Exhibit F are reasonable and provide a reliable forecast of plant costs based

on the information known to the Company at this time. The Commission accepts this

testimony as credible and finds that the plant construction cost projections set forth on

Exhibit F, specifically the Cumulative Project Cash Flow, provide an appropriate

schedule of capital cost of Units 2 and 3 for pro'poses of this proceeding. (Tr. III, p. 601,

1. 10 - p. 602, 1. 12.) As the Base Load Review Act envisions, the Commission is

approving an overall capital cost per year for the project. The anticipated schedule of

construction cost for the project is the Cumulative Project Cost Flow in Exhibit F (Public

Version). The more detailed cost categories set forth in Exhibit F (Confidential Version)

should be updated for reporting and monitoring purposes, but are not the basis on which

compliance with capital cost schedules established herein will be determined going

fol_vard.
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3. TransmissionCost Forecasts

Company witness Young testified concerning the transmission upgrades that

would be needed to deliver the power produced by Units 2 and 3 to customers and the

cost of those upgrades. (See generally, Tr. XII, p. 2716 - p. 2729.) His testimony

supports the reasonableness of those cost estimates. Id.) The Commission accepts this

testimony as credible and finds that the transmission cost projections set forth on Exhibit

F provide an appropriate basis for establishing the anticipated cost of transmission

improvements associated with Units 2 and 3 for purposes of this proceeding.

Company witness Young further testified that SCE&G intends to reroute the new

transmission line it will build to support Unit 2 to better selwe growth along the Interstate

77 corridor north of Columbia. (Tr. XII, p. 2721, 1. 6 - 20.) The estimated cost of the

line as originally routed is 74.2% of the estimated cost of the rerouted line. (Tr. XII, p.

2722, 1. 20 - p. 2723, 1.3.) In keeping with standard practice in such cases, SCE&G

intends to treat 74.2% of the reronted line as a cost of Unit 2 with the balance being

considered as a routine increase in transmission system investment and not as a plant cost

under the Base Load Review Act. SCE&G has asked to be allowed to adjust this

percentage if such an adjustment is required due to an expansion in the scope of the line

construction project in the future. (Tr. XII, p. 2723, 1.3 - 5.) The Commission finds that

this request is reasonable and appropriate and grants it on the term set forth in Mr.

Young's testimony.
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4. The Construction Cost Contingency Pool

The Base Load Review Act requires that the Commission establish contingencies

to apply to the estimate of plant capital costs approved under its terms. S.C. Code Ann. §

58-33-270(b)(2). As set forth in the testimony of Company witnesses Byrne and Best, in

preparing Exhibit F, the company established a cost contingency percentage for each

pricing category under the EPC Contract, as well as for owner's costs and transmission

costs. These contingency percentages were determined as a matter of sound engineering

judgment based on SCE&G's assessment of the potential for actual costs to be greater

than the forecasted costs based on such things as the anticipated need for change orders,

the potential for work delays due to weather or unanticipated conditions, the potential for

delays in receiving licenses and permits, the possibility that actual inflation would exceed

applicable estimates or indices, and the possibility that the estimates of the units of time

and materials used to price the project might understate actual requirements. (Tr. III, p.

620, 1. 13 - p. 621, 1. 11; Tr. VII, p. 1634, 1.17 - p. 1635, 1. 8; Exhibit 16, EEB-2, p. 4)

The Commission has reviewed these contingencies and finds that they represent a

reasonable set of contingencies for use in forecasting the cost of this project under S.C.

Code Ann.§ 58-33-270(B)(2). The contingency percentage applied to each cost category

bears a reasonable relationship to the risk of additional costs being incurred in that

category. In total, the contingency pool included on Exhibit F represents a significant but

not excessive percentage of the total project budget. The Commission finds that it is

reasonable and prudent to include the contingencies proposed by the Company in the cost

estimates for Units 2 and 3 as approved in this order.
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In reachingthis decision,the Commission has considered two arguments made by

the South Carolina Energy Users. The first is the argument that S.C. Code Ann. § 58-33-

270(B)(2) does not allow the Commission to establish a construction cost contingency

pool. The statutory provision in question requires that the Commission establish "the

anticipated components of capital costs and the anticipated schedule for incurring then:,

including contingencies." (Id.) The Commission finds that the plain meaning and

grammatical structure of this statutory provision intends that contingencies be provided

both for capital costs and for the schedule for incurring capital costs. In addition, cost

contingencies are a standard and recognized feature of construction budgets. If such

contingencies were not allowed under the Act, the Company would be required to seek an

amendment to the base load review order for every change order, scope or design change,

or mis-forecast of owner's cost or transmission cost during the life of the project. This is

not a reasonable reading of the statute. Instead, the Commission reads the statute as

authorizing the Company to include a reasonable capital cost contingency in its filings,

for evaluation and approval by this Commission. There is no logical or policy reason to

read the statute otherwise.

The second argument made by the Energy Users is that the Company double-

counted inflation in calculating the amount of the contingency presented in Exhibit F.

The Energy Users did not present any testimony concerning this point from its witness

Mr. O'Donnell, but instead attempted to develop this point on cross examination of Ms.

Best and Mr. Addison. (See generally, Tr. VII, p. 1738, 1. 13 - p. 1741, t. 2; Tr. VI, p.

1204, 1.23 - p. 1207, 1. 5.) Both denied any such double counting. (Tr. VII, p. 1740, 1.4
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-p. 1741,1.2; Tr. VII, p. 1741, 1.23; Tr. VI, p. 1206, 1. 10-p. 1207, 1. 5.) Moreover, a

review of Exhibit F establishes that the Company in fact allocated contingency amounts

by year in 2007 dollars, and then escalated them to current year dollars only once. The

Commission finds that the Company did not double escalate any contingency amounts.

5. Administration of the Construction Cost Contingency Pool

As Company witness Byme points out, the timing of the use of contingencies is

by definition unpredictable and may occur in one part of the project and not in others.

(Tr. III, p. 622, 1. 20 - p. 623, 1. 4.) For that reason, the Company asked for the right to

treat the total amount of contingency for the project as a single pool of funds such that it

can allocate contingencies among categories and years as circumstances dictate. (Tr. III,

p. 622, 1. 8 - 11 .) According to the Company, doing so would not change the overall cost

of the project in 2007 dollars, but would allow for greater flexibility in administering the

cumulative cash flow as issues arise in the construction process. As contingency amounts

are moved from year to year, they would be adjusted to properly account for any

applicable inflation related to them. (Tr. III, p. 622, 1. 18 - p. 623, I. 4.)

We reject this proposal. We believe that the Company's proposal allows too

much flexibility in the use of the funds. A better plan is to allow these amounts to be

pooled on a prospective basis. In other words, the Company should be allowed to carry

any unspent balance of its allocated yearly contingencies in Exhibit F fi'om a current

project year into the following years with appropriate inflation adjustments. Further, the

Company is allowed to spend contingency amounts from future years sooner than

anticipated on the schedule in Exhibit F, Chalet A, provided that those contingencies are
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associatedwith capital costswhich are being acceleratedup to 24 monthsaheadof

schedule,asalso allowedunderthis Order. We hold that theseconditionsbalancethe

Company'sneedfor flexibility with theaccountabilityadvocatedby theintervenors.

6. Schedule Contingencies

The Base Load Review Act requires that the Commission establish contingencies

to apply to the plant consiruction schedule approved under its terms. S.C. Code Ann. §

58-33-270(B)(1). In its application and testimony, the Company asked for a construction

schedule contingency of 30 months that would apply to the substantial completion dates

of each unit and to each of the milestones set forth on Exhibit E. These schedule

contingencies reflect the fact that there are inevitable risks and uncertainties surrounding

a construction project as complex as that envisioned here. As Company witness Byrne

testified, SCE&G's most significant schedule risks concern the issuance of a COL which

is a prerequisite to Westinghouse/Stone & Webster being able to proceed with nuclear

safety-related construction. Other schedule concerns would involve major components

being damaged in transit or their manufacturing being delayed for any number of reasons.

Mr. Byrne testified that a delay of up to 30 months, while unlikely, is not inconceivable,

and would not be likely to change SCE&G's commitment to complete the plant. (Tr. III,

p. 623, 1.20 - p. 624, 1.3; Tr. III, p. 629, 1. 7 - 13; Tr. III, p. 709 1. 1 - 9.) Given the full

scope of the project, 30 months reflects a schedule contingency of approximately 20%.

As both Mr. Addison and Mr. Byrne testified, a reasonable schedule contingency

allows SCE&G to assure the financial community that even a significant delay would not

take away the assurances provided by the Base Load Review Act. Such assurances are a
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valuablemeansof increasinginvestor confidencein the project, whetheror not the

schedulecontingencyis everused. Furthermore,a longerschedulecontingencydoesnot

undercutthe Company'scommitmentregardingprice. Regardlessof how the schedule

contingencymaybeused,theCompanymuststill meetthefinancialtargetof completing

theplantfor $4,534,747,000in 2007dollars(netof AFUDC) to remaineligible to benefit

from theBaseLoadReviewAct's provisions.

ORSWitnessCrispstatedthat the schedulecontingencyshouldbe limited to 15

months,andthat SCE&Gberequiredto receiveORSapprovalto extendit to 30months

if cost projectionsarenot beingmet. However,Crisp also cited a numberof possible

reasonableschedulingcontingencyperiods,includingan18monthalternative.Tr. IX, p.

2281, 1.13.

We hold that, for a project of this magnitude, a possible delay of 30 months is

simply too long a period in the absence of Commission review of the circumstances

sun'ounding the delay. The Company will have to seek approval of this Commission if it

desires to delay its anticipated milestone schedule, or a component of its milestone

schedule, by more than t 8 months.

7. Capital Cost Rescheduling

The Base Load Review Act provides for the Commission to establish

contingencies to apply to the schedule on which capital costs are incurred. In the

Combined Application, the Company has requested that the order in this proceeding

allow it to shift costs within Exhibit F to the Combined Application, by accelerating

amounts listed there by up to 24 months, or by delaying amounts listed there by up to 30
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months. As the Company'sWitness Byme testified, it may bepossibleto accelerate

someor all aspectsof constructionof the Units if NRC licensingtakeslesstime than

expected,if weatherand site conditionsaremore favorablethanexpected,or if other

circumstancespermit. It is in the interestof theCompanyandits customersto complete

the Units as earlyaspossible,andadvancingelementsof the schedulemay allow this.

However,withofit a schedulecontingencyallowingtheamountsreflectedin Exhibit F to

be advanced,SCE&G couldbe in a positionof exceedingthe CumulativeProjectCash

Flow becausethe project was aheadof schedule. (Tr. III, p. 624, 1.6 - 22.) For the

reasonsstatedin the CombinedApplication and the testimony of Mr. Byrne, the

Commission finds that the requested24-month cost accelerationcontingency is

reasonableandshouldbegranted.

The other aspect of the Company's request is that, consistentwith the

constructionschedulecontingencyof 30 months,it beallowed a 30-monthcontingency

to moveportionsof forecastedplant costsinto the future wherecircumstancesrequire.

This delay contingencywill allow the forecastedplant cost categoryexpendituresas

listed onExhibit F to remainin stepwith theconstructionscheduleasit evolvesandwill

otherwiseprovide the Companywith a meansto insureinvestorsthat theprotectionsof

the BaseLoadReviewAct will not be lost if delayspushcapitalcostpaymentsinto the

future. As mentionedabove,suchassurancesareavaluablemeansof increasinginvestor

confidencein the projectwhetheror not theyareeverused. Fur'thermore,theCompany

- must still completethe plant for $4,534,747,000in 2007 dollars (net of AFUDC) to

remaineligible for revisedratesunder the BaseLoadReview Act. This Commission
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finds, however, that in the absenceof Commissionreview of the circumstances

surroundingthedelay,a 30-monthcapitalcostreschedulingcontingencyis unreasonable

andshouldbedenied. Foraproject&this magnitude, the 30-month period is simply too

long a period without Commission review.

We hold that an 18-month capital cost rescheduling contingency period, which is

consistent with the construction schedule contingency period granted above, should be

approved. The Company may therefore shift into the future any part of the funds

contained within any of Plant Cost Categories or the Transmission Project cost categories

listed on Exhibit F by up to 18 months, as circumstances indicate, consistent with the

provisions of this Order. A shifting into the future of any part of the funds any further

than 18 months will require the approval of this Commission.

C. Inflation Indices

The Base Load Review Act requires the Commission to establish inflation indices

covering major cost components or groups of related cost components of the plants. The

inflation indices used by the Company in preparing Exhibit F, and proposed for adjusting

those capital costs during plant construction are set forth in Exhibit I. (Hearing Exhibit

16, EEB-2-P.) As set forth in Exhibit I, the project costs have been allocated into nine

cost categories that are defined by risk profiles for each category. (Tr. VII, p. 1634, 1. 17

- 19; Hearing Exhibit 16, EEB-2-P.) Three of these cost categories involve costs that are

fixed or firm with contractually fixed rates of escalation. (Tr. VII, p. 1634, 1. 19 - 21.)

As to these items, there is no need for the Commission to specify a different inflation
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index,sinceescalationis alreadyincludedin theprice,or will be includedwhenthecost

is billed usingthecontractuallyestablishedescalationrate.

Companywitness Best has testified concerningthe inflation indices that the

Companyproposesto use in adjustingthe othercostcategories.In Exhibit I, Ms. Best

hassubmittedthe specificyear-by-yearvaluesfor eachindex aswell astlu'ee,five and

ten-yearaverages.Ms. Besttestifiedthat eachof the indicesis widely-acceptedin the

industryandis appropriatefor usein escalatingtheparticularcategoryof costto which it

(Tr. IV, p. 923, 1.22 - p. 924,1. 3.) Theseindicesarediscussedintendedto apply.

separatelybelow.

1. Handy-Whitman Indices

Fiveof the above-enumeratedcostcategoriesprovidefor thefixedor actualcosts

to beadjustedthroughapplicationof variousHandy-Whitmanindices. (Exhibit I, pp.2-

3.) As testified to by CompanywitnessBest, the Handy-Whitmanindicesare well-

recognizedandcommonlyusedin theutility industryto estimatethecostof constructing

facilities. (Tr. VII, p. 1639,1.9 - 11.) According to Ms. Best, SCE&G has used these

indices for decades and has determined that they are reliable and useful for estimating the

cost of construction of utility facilities. (Tr. VII, p. 1639, 1. 11 - 13.) Depending upon

the category of costs, SCE&G has proposed the use of the Handy-Whitman All Steam

Generation Plant Index, the All Steam & Nuclear Generation Plant Index, and the All

Transmission Plant Index to determine the escalation amount relative to specified cost

categories. (Hearing Exhibit 16, EEB-2, p. 2 - 3.) The Handy-Whitman indices also are

broken down by region, and SCE&G is using the South Atlantic Region indices for
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purposesof calculatingtheescalationadjustmentin thisproceeding.(Id.) ORSwitness

Crisp testified that Handy-Whitmanis an indusW standardfor escalatingconstruction

costsandusing the SouthAtlantic Regionpackageassuresthat costsare reflectiveof

regionaleconomicconsiderations.(Tr. VIII, p. 1912,1.1- 4.)

TheHandy-Whitmanindicessetforth in Exhibit I areindicesthat aretargetedto

the specifictypesof utility constructioninvolved in this projectaswell asthe regionin

which thatconstructionwill takeplace. Forthesereasons,the Commissionfinds theuse

of the Handy-Whitmaninflation indicesto be appropriatefor useas proposedby the

Companyin Exhibit I.

2. Chained GDP Index

The Company has, for planning purposes, utilized the Gross Domestic Product

Chained Price Index (GDP-CPI) to escalate owner's costs. This cost category includes

SCE&G's internal labor cost associated with overseeing and managing the project as well

as materials, insurance, overheads, and similar costs incurred directly by SCE&G. (Tr.

VII, p. 1642, 1.7 - 11.)

The GDP-CPI is a commonly-used index of general escalation published by the

U.S. government. (Tr. VII, p. 1642, 1. 10 - 11.) The Commission finds the use of the

GDP-CPI inflation index to be appropriate for use in escalating owner's costs in this

project as proposed by the Company in Exhibit I.

3. EPC Fixed Adjustments

Within the EPC Contract, the Firm with Fixed Adjustment A and Firm with Fixed

Adjustment B cost categories, are subject to escalation based upon fixed escalation
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percentages. Firm with Fixed Adjustment A representscertain plant components

specified in the EPC Contract.Firm with Fixed Adjustment B representsspecific

Westinghousecharges.(Tr. VII, p. 1637,1.19- 22.) Thesecostsareescalatedbasedon

the escalationpercentagespecifiedin theEPCContract.Accordingto Companywitness

Best,thedifferencebetweenthesetwo categoriesregardinganinflation adjustmentis that

Firm with Fixed Adjustment B requires, in addition to the escalationpercentage

containedin Firm with Fixed AdjustmentA, a modestadditionalamountintendedto

compensateWestinghousefor the additionalanticipatedcostof attractingand retaining

qualifiednuclearengineersand othernuclearspecialistsandfor assumingthe costrisks

involved in the specificallynuclearaspectsof this project. (Tr. VII, p. 1637,1.22 - p.

1638,1.6.) TheActual escalationpercentagesassignedto eachof theserisk categories

aresetforth in confidentialversionof Exhibit I. (HearingExhibit 16,EEB-2)

The Commissionfinds that thesecontractnalfixed escalatorsreflect reasonable

escalation percentages that are the result of extended negotiations between

Westinghouse/Stone& WebsterandSCE&G. Thesepercentageswilt in fact beusedto

determinethe chargesthat SCE&Gwill pay for costsincun'edunderthe EPCContract.

As such,it is appropriatethat the Commissionallow them to beusedin escalatingthe

costcategoriesto which theypertain,assetforth in Exhibit F.

4. Administration of the Inflation Indices

In the Combined Application, and in the testimony of Company witness Best, the

Company specified how it proposed to update the schedule of capital costs approved in
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this order for changes in the inflation indices. Specifically, in the Combined Application

the Company requested:

For past periods for which actual index information is available at the time

SCE&G files its report, SCE&G proposes to use that actual index information in

recalculating its capital cost projections;

For past periods for which actual index data is not yet available at the time

SCE&G files its report, SCE&G proposes to use the average for the most recent 12-

month period for which actual data is then available (the "Current 12-Month Data"). If

Current 12 Month Data is used for any past period, that data will be updated in future

reports when actual index information becomes available.

SCE&G also proposes to use Current 12-Month Data to update forecasts for the

12-month period that follows the close of each current reporting period.

For periods more than 12 months beyond the close of the current reporting period,

SCE&G proposes to use the most current five-year average for the applicable inflation

index.

In cases where out-of-period adjustments are made in index information, those

adjustments will be reflected in the next report filed.

During construction of the Units, the Company will be required to calculate the

escalation associated with actual payments made or cost incurred. The Company

proposes to do this by converting the actual cost incurred to 2007 dollars using the

appropriate escalation adjustment. It would then account for the base cost of the item and

the associated escalation using the resulting figures. Such an adjustment will be required
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for all costsexceptfor Fixedwith No Adjustmentitemswhereno escalationadjustment

is required.

This approachto updating cost data is consistentwith the approachused in

forecastingthecostof the Units, assetforth in Exhibit F to the CombinedApplication.

The Commissionfinds that this approachto updatingthe schedulesof capital costsis

reasonableandapprovesits use.

5. Conclusion as to Escalators

Based upon the foregoing, the Commission hereby establishes the cost escalators

as specified in Exhibit I to be the escalators to be used by the Company for updating the

forecasts of plant and transmission construction costs approved in this order. The

Commission directs the Company to use those indices to update the forecasted costs in its

quarterly reports to the ORS and the Commission using the protocols set forth above.

D. Return on Equity

Pursuant to the Base Load Review Act, the Commission is required to establish

the return on equity related to the base load plant construction. For the purposes of the

Combined Application, SCE&G is requesting that the t 1.0% return on equity established

in Order 2007-855-E apply to revised rates filings related to Units 2 and 3. (Tr. IV, p.

924, 1. 12 - 15.) The Company has testified that it believes that, cmTently, a return on

equity set at that 11.0% level will provide sufficient cash flow to support financing of the

Units, and wilt meet investors' reasonable expectations of a return given the risks

involved in base load construction. (Tr. IV, p. 924, 1. 17 - 20.) The Commission finds



DOCKET NO. 2008-196-E - ORDER NO. 2009-104(A)

MARCH 2, 2009

PAGE 108

that the Company's request regarding return on equity is authorized under the Base Load

Review Act, S.C. Code Ann. §§ 58-33-250, and 58-33-220(16), and is approved.

E. Rate Design/Class Allocation Factors

Pursuant to the Base Load Review Act, the Commission, in a base load review

order, shall establish the rate design and class allocation factors to be used in calculating

revised rates related to a base load plant. In establishing revised rates, all factors,

allocations, and rate designs shall be as determined in the utility's last rate order or as

otherwise previously established by the Commission, except that the additional revenue

requirement to be collected through revised rates shall be allocated among customer

classes based on the utility's South Carolina firm peak demand data fi'om the prior year.

S.C. Code Ann. § 58-33-270(D).

The Company's electric rates were last approved by the Commission in Order No.

2007-855. As required by the Base Load Review Act, in establishing the proposed

revised rates, SCE&G has utilized the factors, allocations, and rate design used to

establish revised rates approved by the Commission in the prior rate order. ('1"1".XII, p.

t

2836, 1. 1 - 3.)

In the Combined Application, the Company indicated a target revenue increase of

$8,986,000. The ORS audit of the Company's application revealed that the Company

had not allocated any of the proposed revenue requirements to its wholesale service. (Tr.

IX, p. 2355, I. 5 - 8.) As indicated above, SCE&G's major wholesale customers are

anticipated to leave the system in the near future, but those departures have not taken

place yet. Taking the Company's wholesale jurisdiction into account, and based on the
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Company'ssummer2007 coincidentpeak,ORS proposedan allocationof the target

revenueincreaseto retail andwholesaleof 94.33%and5.67%,respectively.(Tr. IX, p.

2355, 1. 8 - 9.) ORS witness Mrs. Matini Gandhi testified that basedon ORS's

examinationof the books and recordsof the Company,the total additional revenue

requirementis $8,271,484,with a resulting retail service class revenueincreaseof

$7,802,491.(Tr. IX, p. 2335, 1. 19-22.) Theseamountswere calculatedusing total

CompanyCWIP of $65,960,797,asreviewedandexaminedby ORSaudit staff,ttu'ough

June30, 2008. (Tr. IX, p. 2335,I. 7-8.) Applying the updatedtax grossedup cost of

capital of 12.54% supplied by Dr. Carlisle in Hearing Exhibit 26, Mrs. Gandhi

determinedthe additionalrevenuerequirementis $8,271,484. The applicationof the

retail jurisdictional factor of 94.33% to the total Company revenuerequirementof

$8,271,484resultsin anadditionalretail revenuerequirementof $7,802,491.(Tr. IX, p.

2356, 1.1- 3.) The Companyreviewedthe ORSrecommendationandagreedthat the

allocationfactorsin its proposedrate increasesshouldbeadjustedto reflectanallocation

of a partof thetotal revenuerequirementto wholesalecustomersaccordingly. (Tr. XtI,

p. 2844,1.8 - p. 2845,1.18.)5 Based upon the ORS testimony, the Company modified

Exhibit K to the Application (Hearing Exhibit 36) to reflect a recalculated retail revenue

requirement of $7,800,664. (Tr. XII, p. 2846, 1. 15 - 19.) 6 The Commission notes that

these allocations may need to be reviewed and readjusted in future revised rates filings if

wholesale customers depart the system as anticipated.

5 A typographical error in the Court Reporter's transcript identifies these pages as pp. 2744 and 2745.

6 A typographical error in the Court Reporter's transcript identifies this page as p. 2746.
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As further required by the Base Load Review Act, the additional revenue

requirementto be collectedthroughrevisedrateshasbeen allocatedamongcustomer

classesbasedon the Company'sSouthCarolinafirm peakdemanddatafrom the prior

year. For the purposesof allocatingthe proposedrevisedratesin this case,SCE&G

utilized datafrom the summerpeakfor 2007. (Tr. IX, p. 2836,1.3 - 7.) Accordingto

CompanywitnessJackson,theSummer2007peakdemandoccurredonAugust10,2007.

(Tr. IX, p. 2836,1.16.) Using this peakdemanddata,therelativepercentagesof retail

demandallocationfor thevariousclasses,asreflectedin HearingExhibit 35,KRJ-1,p. 1,

areasfollows:ResidentialServiceis 48.10%;SmallGeneralServiceis 17.98%;Medium

GeneralServiceis 11.27%,and;Large General Service is 22.65%. (Tr. IX, p. 2836, 1. 16

- 20.) The summer peak demand allocation methodology used by SCE&O to determine

these percentages is the peak demand methodology historically used by the Commission

in setting SCE&O's rates. (Tr. XII, p. 2836, 1.20 - 2837, 1.1.)

In reviewing the proposed rate design and class allocation factors, the

Commission notes that the Company is not requesting to make any adjustment to the

basic facilities or demand charges in the revised rates associated with this proceeding.

(Tr. XII, p. 2839, 1. 2 - 8.) The Company testified that it has been its practice over the

last twenty years to adjust basic facilities charges for retail electric service in even

increments, typically of $0.50 or more, and no such change is being requested in this

proceeding. The Company reserved its right to adjust these charges in future proceedings

if the indicated increase to any of these charges is $0.50 or more after rounding in $0.50

increments. (Tr. XII, p. 2839, 1. 2 - 8.) The Company also seeks authorization to
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increasedemandchargesin future revisedratesfilings when the size of the indicated

increasein demandchargesmakesit reasonableto doso.

Basedupon the evidenceand testimony, the Commissionadoptsas just and

reasonableandin thepublic interest,theratedesignandclassallocationfactorsproposed

by the Companyin thisproceeding.

F. Revised Rates: Current Investment

Pursuant to the Base Load Review Act, the Commission shall specify in a Base

Load Review Order, the initial revised rates, reflecting the utility's current investment in

the plant. The proposed revised rates for each customer class were submitted in this

proceeding in Hearing Exhibit 36. Under the proposed revised rates, the Residential class

will have an average increase in rates of 0.43%, the Small General Service class will have

an average increase in rates of 0.39%, the Medium General Service class will have an

average increase in rates of 0.41%, and the Large General Service class will have an

average increase in rates of 0.34%. (Hearing Exhibit 36).

The Commission adopts as just and reasonable and in the public interest, the

proposed rates as submitted by the Company in Hearing Exhibit 36 in this proceeding and

authorizes the use of these rates for bills rendered for retail etectdc service thirty (30)

days following the issuance of this Order.

V. PROCEDURAL AND EVIDENTIARY MATTERS

During the course Of the hearing several objections and motions were raised by

Thevarious parties that were taken under advisement by this Commission.

Commission's rulings on those objections and motions are as follows:
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First, during thepublic commentportion of this proceeding,the Companyasked

for astandingobjectionto the introductionof andrelianceuponopiniontestimonyby lay

witnessesregardingsubjectmattersat issuein this proceedingthat requirespecialskill,

knowledge,experience,andtraining. See South Carolina Rules of Evidence, Rule 702

(regarding expert testimony on issues of scientific, technical, or other specialized

knowledge). The Company specifically raised concerns that lay witnesses would offer

unqualified opinions regarding SCE&G's financial health and well-being, entitlement to

rate recovery under the Base Load Review Act, the terms and provisions of the Base

Load Review Act itself, the AP1000 units themselves, SCE&G's need for power,

demand-side management programs, including energy efficiency and conservation, as

welt as rate recovery. (Tr. I, p. 13, 1. t3 - p. 14, 1. 14.) The Commission holds that this

rule is permissive, in that it states that if expert testimony would be helpful in

understanding a case, expert testimony may be offered. In our view, this rule does not

bar opinion testimony by lay witnesses. Although expert testimony in the present case

was clearly warranted, we believe that it was reasonable and prudent to hear the views of

the public on topics related to the proposed construction of the new nuclear units. This

Commission sits as a trier of fact, akin to a jury of experts. Hamm v. SCE&G, 309 S.C.

282, 422 S.E. 2d 110 (1992). The role of a jua'y is to weigh the evidence. South Carolina

State Highway Department v. Townsend, 265 S.C. 253, 217 S.E. 2d 778 (1975).

Accordingly, this Commission is entitled to hear testimony and give that testimony

whatever weight it deems appropriate during the course of the hearing. We would note

that some of the testimony objected to by the Company was actually favorable to the
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Company'sposition. In anyevent,the Company's objection must be overruled.

Second, The Company objected to portions of the prefiled testimony of FOE

Witness Brockway on the grounds that they contained recommendations that are contrary

to the express language of the Base Load Review Act. (Tr. III, pg. 349, 1. 18 - 21.)

Specifically, the Company objected to recommendations found on page 9 at line 13 to

page 10 at line 11, and page 48 at line 3 to page 49 at line 13. (Tr. III, pg. 353, 1. 11 -

15.)

Ms. Brockway's testimony, in relevant part, contained two recommendations, tn

the first, Ms. Brockway recommended that the Commission rule that the Company

assumes the risks that pertain to its choice of two nuclear generation facilities by ordering

that no further adjustment to the approved schedule or budget for completion of the plant

may be made on account of the risks determined by the Commission to have been

inadequately considered by the Company. To the extent the Company makes changes to

the schedule or the budget as the result of the occurrence of the factor found to pose such

a risk, the Company may not seek an increase in rates or extension of depreciation or

amortization to recovery any costs above those approved in this docket. (Tr. III, p. 366, 1.

13 - p. 367, I. 3.) In the second, Ms. Brockway recommended that the Commission, if it

were not inclined to deny the application outright, defer the consideration of any Base

Load Review Act application pending (a) a return of the financial markets to solvency

and stability, (b) a reassessment of the load forecast and financial analysis underlying the

proposal in light of recent economic events, (c) an adequate assessment of the risks of the

present proposal, (d) an adequate assessment of the opportunities for other means to meet
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forecastproposalneeds,and (e) a full opportunityfor stakeholderinvolvementin the

Commission'sdeterminationregardingany new proposalthe Companymay make to

constructone or more large central-stationnucleargenerationplants and obtain pre-

approvalof anyassociatedcosts.(Tr. III, p.405,1.3- 14.)

As to the first recommendation,counselfor the Companypoints out that the

recommendation is contrary to Section 270(E) of the Base Load Review Act that

provides: "As circumstances warrant, the utility may petition the Commission, with

notice to the Office of Regulatory Staff, for an order modifying any of the schedules,

estimates, findings, class allocation factors, rate designs, or conditions that form a part of

any Base Load Review order issued under this section." S.C. Code Ann. § 58-33-270(E).

In addition, Company counsel also cites Section 58-33-270(B) that provides that a Base

Load Review order shall establish the anticipated construction schedule for the plant,

including contingencies; the capital costs and anticipated schedule for incun'ing them,

including contingencies and inflation indices used for the utility for cost in plant

construction. (Id. at 58-33-270(B).) The Base Load Review Act clearly contemplates a

utility's ability to include contingencies in its schedule, recover capital costs related to the

project, and seek modification of a Base Load Review Order, subject to approval by the

Commission.

We do find that Ms. Brockway is entitled to make whatever recommendations

that she sees fit, and this Commission will be the ultimate arbiter of whether the

recommendations are contrary to the Act. In this case, the Commission does find that the

recommendations are contrary to the Act and are not justified. However, the
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Commissionalsofinds, on factualandregulatorypolicy grounds,that Ms. Brockway's

suggestionsshouldremainin therecord,astheir inclusion in therecordis notprejudicial

to anyparty.

As to thesecondrecommendation,theCompanyproperlypointsout that the Base

Load Review Act mandates a final determination and order on the part of the

Commission within nine months of the filing of the application and that the Act does not

provide a means whereby the Commission can defer judgment on an application. (Tr. III,

p. 349, 1.22 - p. 350, 1. 7.) Counsel for FOE argues that the Commission is authorized to

reject an application as inadequate in eel_tain respects and to send it back to the utility

with a statement of its inadequacies. (Tr. III. p. 355, 1. 1 - 13.) However, the

Commission finds that the Act does not allow this Commission to defer judgment on an

application as Ms. Brookway suggests.

Third, the Company has also objected to certain testimony offered on cross

examination by Ms. Greenlaw's witness Dr. Wilder. At the hem'ing, Ms. Greenlaw

sought to substitute an expanded version of Dr. Wilder's testimony for the direct

testimony Dr. Wilder had profiled in this docket. The Company objected to the

admission of this expanded testimony on the grounds that it was not timely prefiled as

required by the roles governing this proceeding] The Company's objection was

sustained. In response, counsel for FOE cross examined Dr. Wilder concerning the

matters contained in the expanded testimony that was excluded, specifically matters

related to the subject of demand-side management (DSM). The Company objected on the

v See S.C. Reg. 103-869. Dr. Wilder's additional testimony was marked for identification purposes only as
Hearing Exhibit No. 10.
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grounds that the subject matter was outsidethe admittedportions of Dr. Wilder's

testimony and that, given the atigrmlentof interestbetweenMs. Greenlawand FOE,

allowingFOE to elicit the excludedtestimonyttu'oughcrossexaminationconstitutedan

evasionof the prefiling requirements.(Tr. VI, p. 1292,1. 19 - p. 1293, 1.4.) FOE

respondedthat the Commission'srules permit opencross examinationof witnesses

regardingmattersthatareotherwiserelevant.(Tr. VI, p. 1295,1.24- p. 1296,1.4.)

TheCommissionoven'ulestheCompany'sobjection. In general,theCommission

allowsbroadcrossexamination.Although, it is clearfi'omtherecordthat FOEandMs.

Greenlawagreedin manyareasof this case,thereis no showingof a true alignmentof

interestsbetweenthetwo parties. In addition,the Commissionnotesthat this testimony

was somewhatcumulative to testimonyof other witnessesand in no way would its

admissionchangethe outcomeof this proceeding. Therefore,it wasnot prejudicialto

any party. We will still not admit the expandedwritten testimony, but the cross-

examinationshallremainin therecord.

Fourth, the Companysought to include in the record of this precedingthe

affidavit of Mr. FredrickP.Hughes,ConsortiumProjectDirector,WestinghouseElectric

Company,LLC. The affidavit was offeredby the Companyin supportof its position

regardingthe confidentialtreatmentof HearingExhibit# 5. TheAffidavit wassubmitted

and marked for identification purposesas Hearing Exhibit # 15. Counselfor FOE

objected to the admissibility of this affidavit on the grounds that it constituted

inadmissiblehearsay,that Mr. Hugheswasnotavailablefor crossexamination,andthatit

would be erroneousto acceptanyof the unchallenged,un-cross-examinedassertionsof
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factor opinionin supportof anyfinding in therecord.(Tr. VIII, pg. 1870,1.8- 15.) The

Companyrespondedthat the affidavit was essentiallyduplicativeof contentalreadyin

therecordin theform of a letterto theCommissionin supportof amotion for protective

order,andwasprofferedin supportof a proceduralissue. (Tr. VIII, pg. 1870,1.18- 20.)

TheCompanyfurtherrespondedthatit wastheCommission'spracticeto allowaffidavits

in supportof motionsof this nature.(Tr. VIII, pg. 1870,1.20- 22.) For thereasonscited

by FOE,theobjectionis sustained.Theaffidavitwill notbeadmitted.

Fifth, counselfor FOEalsoplaceda continuingobjectionin therecordregarding

the ORS' refusalto makeORSDirectorDukesScotttestify regardingtheconductof the

ORSand its processfor reachingits positionin this docket. During the courseof this

proceeding,Ms. Greenlawhadattemptedto compelthe testimonyof Mr. Scottthrough

the issuanceof a subpoena.ORS movedto quashthe subpoenaand the Commission,

aftermuchdiscussionandcarefulconsideration,grantedthemotion to quash. (Tr. VIII,

p. 1794,1.1- p. 1795,1.3.) Counselfor FOEwasheardat lengthin regardto themotion

to quash,and FOE's later continuingobjection failed to raise any new issueswhich

would altertheCommission'searlierruling. For thisreason,FOE'sobjectionto theORS

testimonyisoven-uled.

Sixth, SCE&G objects to the admissibility of compositeExhibit 8 as being

hearsay. The Exhibit was presentedby Mr. John Hartz, Chair of the JohnBachman

Group of the Sien'a Club, during his public testimony.(Tr. V, p. 1057-1059.) The

Exhibit consistsof three documents:1) a pressreleasedescribingthe activities of the

JohnBachmanGroupof the SierraClub; 2) aresolutionby thatsamegroupopposingthe
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constructionof new nuclearplants;and 3) a documententitled"The Basicsof Nuclear

Power." We admit items 1 and 2 into the evidenceof the case,since Mr. Hartz said

during the hearing that he prepared these documents.(Tr. V, p. 1059, 1. 4-7.)

Accordingly, thesewerehis statementsmadeavailableby him in the Commissionroom

at the time of the hearing,andarenot thereforehearsay,which requires"out-of-comnt"

statements.This portionof the Company'sobjectionis oven'uled.However,Document

#3 is clearly hearsay,sinceMr. Hartz statedthat it was a documentpreparedby the

nationalSierraClub. Id. This portion of the Company's objection is sustained. FOE's

blanket objection to the admission of all Company documents is overruled as lacking

specificity, since we examine the admissibility of documents on a case-by-case basis.

FOE was free to object to the admissibility of individual documents, which it did as

shown with the following objection.

Seventh, FOE moved to strike on hearsay grounds Company witness Connor's

Exhibits SJC-4 and SJC-5 after the exhibits had already been admitted into the evidence.

(Tr. X at p. 2463, 1. 7 - Tr. X at 2454, 1. 3.) Significantly, the exhibits were admitted into

evidence and the witness was well into a summary of his testimony before counsel for

FOE rose and moved to strike the exhibits on hearsay grounds. Counsel for the Company

noted for the record that the subject exhibits were already in evidence. Clearly,

objections to the admission of evidence must be made when the evidence is presented to

preserve error for appeal. Parr v. Gaines, 309 S.C. 477, 424 S.E. 2d 515 (1992).

However, even if counsel for FOE had objected contemporaneously at the time the

evidence was offered, the objection would have been overruled. Counsel for the
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Companycorrectlynotedthattheexhibitsweremerelydemonstrativeof opinionsthatthe

witnessheld,andwerethereforeadmissible.(Tr. X, p. 2467,1.16-20.) Thisprovedto be

the case,asthewitnessproceededto usethematerialsto demonstratehis opinionsashe

continuedto testify in the case.(Tr. X, p. 2468,1.1-14.) Suchdemonstrativematerials

adoptedby a witnessduring a proceedingwould not constitutehearsay. This scenario

differs from the one presentedby Mr. Hartz above,who merely offered the national

SierraClubdocument.(Tr.V, p. 1059,1.11-15.)TheFOEmotionto strike isdenied.

Any other outstandingobjectionsnot addressedherein are overruled,and any

outstandingmotionswhich are inconsistentwith the rulings containedin this Orderare

denied.

VI. FINDINGS OF FACT AND CONCLUSIONS OF LAW

Based upon the Combined Application, the testimony, and exhibits received into

evidence at the hearing and the entire record of these proceedings, the Commission

makes the following findings of fact and conclusions of law:

1. The Combined Application of SC&G to construct, operate, and own 55%

of the plant and output of the two AP1000 nuclear units with a total expected capacity of

2,234 MW to be located at the V.C. Summer Nuclear Station site near Jenkinsville, South

Carolina, is hereby approved. SCE&G's approved ownership is 55% of the plant and

output which is 1,228 MW, and Santee Cooper's ownership is 45% of the plant and

output which 1,006 MW. Any change in ownership interest, output allocation, sharing of

costs, or control, as set forth herein is subject to the approval of this Commission.



DOCKETNO.2008-196-E- ORDERNO.2009-104(A)
MARCH 2, 2009
PAGE 120

2. A Certificateof EnvironmentalCompatibilityandPublicConvenienceand

Necessityis grantedfor constructionof thetwo Units.

3. The Units are neededto meet the growing needsof the Company's

customersfor electric power, to support the continuedeconomicdevelopmentand

prosperityof the Stateof SouthCarolina,andto maintaintheefficiencyandreliability of

theCompany'selectricalsystem.4. The Units will serve the interests of system

economyand reliability as the most efficient, cost effective,practicable,and reliable

meansof meetingthe demonstratedneedsof the Companyfor thegenerationof electric

power.5. The natureof the probableenvironmentalimpact,asdiscussedherein,is

small andhasbeenadequatelyconsideredand addressedto the extentpossibleby the

Company.

6. The impact of the Units upon the environmentis justified given the

demonstratedneedfor additionalbaseload capacity,the alternativesourcesof energy

available to meet that need, and the greaterenvironmentalimpactssuch alternative

sourcesof energywouldcreate.

7. The Companyhas provided reasonableassurancethat the Units will

conformto applicablestateandlocal laws andregulationsissuedthereunderthroughthe

rigorousapplicationfor andadherenceto the numerousmajorpermitsthat are required

andthe Companyhassoughtin connectionwith thisproposedconstruction.

8. Based upon the record and the factors consideredherein, public

convenienceandnecessityrequiretheconstructionof theUnits.
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9. The selectionof the Jenkinsvillesite is reasonableand prudentand it is

appropriatefor theconstructionof theUnits.

The selectionof the AP1000technologyfor useat this site is reasonable10.

andprudent.

11. TheCompany'soveralldecisionto proceedwith constructionof theUnits

is reasonableandprudent.

12. The anticipatedconstructionschedule,including contingencies,presented

by SCE&Gisreasonableandprudentasgrantedabove.

13. The anticipatedcomponentsof capitalcostsandthe anticipatedschedule

for incurring them, including specifiedcontingencies,are reasonableand prudentas

grantedabove.

t4. The principal contractorsandsuppliersfor constructionof the Units are

sufficientlyqualifiedandtheir selectionwasreasonableandprudent.

15. The EPC Contractwhich governsthe relationshipbetweenSCE&G and

Westinghouse/Stone& Websteris reasonableandprudentassetforth above.

16. The Company'splans for financing the constructionof the Units are

reasonableandprudent.

17. The Companyhas adequatelydemonstratedits ability to manageand

overseethe constructionof the Units tba'oughits intemal oversightand management

programsand tln'ough the oversight of third parties, including the NRC and ORS.

SCE&Ghastheultimateresponsibilityfor theproperexecutionof theEPCcontractand

theconstructionof theunits, includingappropriatequalitycontrolandqualityassurance.
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18. The inflation indicesusedby the utility for costsof Unit construction,

coveringmajorcostcomponentsor groupsof relatedcostcomponentsarereasonableand

approwiatefor usein this project.

19. The amountof outstandingCWIP in theplant notyet reflectedin ratesas

of June30,2008is $65,960,797.

20. The return on equity of 11% as selected by the Company is affirmed.

21. The Company's weighted average cost of capital as of June 30, 2008 for

purposes of establishing revised rates in this proceeding is 8.77%.

22. The retail revenue requirement for establishing revised rates in this

proceeding is $7,802,491.

23. The rate design and class allocation factors used by the Company in

calculating the proposed revised rates related to this project are just and reasonable.

24. The revised rates proposed by the Company in Hearing Exhibit 36 of

$7,800,664 are just and reasonable and are authorized for use for bills rendered for retail

electric service thirty (30) days following the issuance of this Order. This approximates

the retail revenue requirement of $7,802,491.

25. The Company shall continue to investigate appropriate additional DSM

programs as per the testimony of Company witness Pickles, as there is room for

improvement in this area, and shall repolnt back to the Commission by June 30, 2009.

26. In order that the public and the Commission remain informed about the

project, the Company will provide the Commission with a yearly status report on its
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progressandothersignificantdevelopmentsona schedulearrangedby theCommission's

staff.

Now, therefore,IT IS HEREBYORDERED:

1. The CombinedApplication of the SouthCarolinaElectric& GasCompany,

filed May 30, 2008,to constructandoperatetwo 1,117netmegawattnuclear

power plants to be locatedat the V.C. SummerNuclear Station site near

Jenkinsville,SouthCarolinaisherebyapprovedassetforth herein.

2. A Certificate of EnvironmentalCompatibility and Public Convenienceand

Necessityis hereby grantedfor constructionof the Units as requestedin

SCE&G'sCombinedApplicationandapprovedherein.

3. SCE&G shallcompleteandfile, in a separatedocket,the resultsof the DSM

assessmentcurrently being conductedas testified to by Companywitnesses

MarshandPicklesby June30,2009.

4. The ApprovedConstructionSchedule,pursuantto S.C.CodeAnn. § 58-33-

270(B)(1), shall be as set forth in HearingExhibit 2, SAB-5 and attached

hereto.

5. The schedulecontingenciespermitted under S.C. Code Ann. § 58-33-270

(B)(1)shallbeeighteen(18)monthsto delaythesubstantialcompletiondateof

eachUnit and eachmilestonedateset forth in the ApprovedConstruction

Scheduleassetforth in HearingExhibit 2, SAB-5attachedhereto.

6. The ApprovedCapitalCost,pursuantto S.C.CodeAnn. § 58-33-270(B)(2),

shall be $4,534,747,000in 2007 dollars, net of AFUDC, as derived from



DOCKETNO. 2008-196-E- ORDERNO.2009-104(A)
MARCH 2, 2009
PAGE 124

HearingExhibit 16,EEB-1andHearingExhibit 37andsubjectto escalationas

providedherein.

7. The Approved Inflation Indices, pursuant to S.C. Code Ann. § 58-33-

270(B)(6),applicableto theApprovedCapitalCostsof constructionshallbeas

setforth in HearingExhibit 16,EEB-2,thepublic versionof which is attached

hereto.

8. The ApprovedSchedulefor IncurringCapitalCostsfor the Units shallbe the

AnnualCumulativePl'ojectCashFlowassetforth in HearingExhibit 16,EEB-

1, the public version of which is attached hereto.

9. SCE&G is authorized to employ a Cost Rescheduling contingency such that it

may accelerate amounts set forth in Hearing Exhibit 16, EEB-1 by up to

twenty-four (24) months or delay them by up to eighteen (18) months as it

shall determine to be appropriate, provided that the cost of the project shall not

exceed $4,534,747,000 in 2007 dollars (net of AFUDC) and before escalation.

Any changes in costs shall be adjusted for escalation at the established

escalation rates as set forth herein.

10. A Construction Contingency Pool of $438,293,000 in 2007 dollars shall be

established consisting of the Plant Cost Contingency and Transmission Projects

Contingency set forth in the confidential version of Hearing Exhibit 16, EEB-1.

This pool shall be tracked as a single item of cost. The Company may move

unused Construction Contingency funds forward year to year as outlined above

with appropriate inflation adjustments.
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t 1. SCE&Gshall computeAFUDC on constructionwork in progresspursuantto

thetermsof theBaseLoadReviewAct.

12.In making its quarterlyreports pur'suantto S.C. CodeAnn. § 58-33-277,

SCE&G shall updateand amendthe scheduleof ApprovedCapital Coststo

show the effect of the use of all contingenciesand escalationfactors as

approvedin this Orderandthecalculationof AFUDC onconstructionwork in

progressnot includedin rates. Actual payments(exceptfor Fixed with No

Adjustmentitems)shall be discountedto 2007dollars usingthe appropriate

escalationratesandanescalationshallbeseparatelystatedfor them.

13.Thereturnonequityfor revisedratescalculations,pursuantto S.C.CodeAnn.

§ 58-33-270(B)(3),shallbe 11.0%asestablishedin CommissionOrder2007-

855-Eunlessanduntil theCompanyfiles for adifferentrate.

14.The ratedesignassetforth by CompanywitnessJacksonin HearingExhibit

36, attachedhereto, is approvedprovided that changesto basic facilities

chargesshallbemadein incrementsof $0.50or moreandshallbemadewhen

the approvedratedesignyields achargethatwill roundup to anadjustmentof

$0.50or more. The Companymayincreasedemandchargesin futurerevised

ratesfilings whenthesizeof the indicatedincreasein demandchargesmakesit

reasonableto doso.

15.The Companyshall chargethe revisedratescontainedin HearingExhibit 36,

said ratesbeingattachedhereto,for bills renderedfor retail electric service

thirty (30)daysfollowing thedateof this Order.
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16.The Company shall continue to investigateadditional appropriateDSM

programsas indicated,and shall report backto this Commissionaccordingly

byJune30,2009.

17.The Companywill provide the Commissionwith a yearly statusreporton its

progressand other significant developmentson a schedulean'angedby the

Commission'sstaff.

18.This Order shall remain in full force and effect until further order of the

Commission.

BY ORDEROFTHE COMMISSION:

ATTEST:

Jo_. Howard,Vice Chairman

(SEAL)

Elizabeth"_.Fleming,Chairman Q._



HEARING EXHIBIT

(SAB-5)

EXHIBIT E

ANTICIPATED CONSTRUCTION SCHEDULE

Combined Application of South Carolina Electric & Gas

Company for a Certificate of Environmelltal Compatibility and Public Convcniellcc and

Necessity and for a Base Load Review Order
Public Service Commission Docket No. 2008-196-E

1. INTRODUCTION

This Exhibit E sets forth the current projected milestones under the EPC Contract that are

proposed for tlse of the Office of Regulatory Staff in evaluating the progress of consh-uction of

VCSNS Units 2 and 3. These dates are subject to the schedule contingellcy requested in the

Application.

This schedule is based on the generic schedule for Westinghouse API000 reactor

construction which does not include project and site specific requirements. Certain activities

such as the clearing, grubbing and grading at the site will need to commence earlier than listed

here for reasons related to specific conditions at the VCSNS site (i.e., the need to complete the

site rail line relocation in advance of VCSN8 Unit 1 Outage t 8).

V. C. SUMMER PROJECT MILESTONES

Year Quarter Milestone

2008 2

08-2Q-1 Approve Engineering, Procurement and Construction Agreement.

08-2Q-2 Issue Purchase Orders to nuclear component fabricators for Units 2 and 3
(_ontainment Vessels, Passive Residual Heat Removal Heat Exchangers,
Accumulator Tanks, Core Makeup Tanks, Squib Valves, Steam Generators, Reactor
Coolant Pumps, Pressurizer Vessels, Reactor Coolant Loop Hot Leg A Piping,
Reactor Vessel Internals, Reactor Vessels, Reactor Integrated Head Packages,
Control Rod Drive Mechanisms and Nuclear Island structural CA20 Modules.

2008

2008

08-3Q-t Start site specific and balance of plant detailed design.

08-3Q-2 Issue PO and submit payment to fabricator via Westinghouse for Units 2 and
3 Simulators.

08-3Q-3 Issue final Purchase Orders and submit payments to fabricators via

Westinghouse for Units 2 and 3 Steam Generators, Reactor Vessel Internals and
Reactor Vessels.

08-3Q-4 Issue Purchase Order and submit payment via Westinghouse to fabricator

for Units 2 and 3 Transformers.

4

08-4Q-1 Start clearing, grubbing and grading.

08-4Q-2 Issue final Purchase Orders and submit payments to fabricators via
Westinghouse for Units 2 and 3 Core Makeup Tanks, Accumulator Tanks,
Pressurizers, Reactor Coolant Loop Piping, Integrated Head Packages, Control Rod
Drive Mechanisms and Passive Residual Heat Removal Heat Exchan9ers.
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2009

2009 2

2009 3

2009 4

2010 1

I 09-1Q-1 Start Parr Road Intersection work.

09-IQ-2 Issue final Purchase Order and submit payment via Westinghouse to
fabricator for Units 2 and 3 Reactor Coolant Pumps.

09-1Q-3 Issue Purchase Order for Long Lead Material and submit payment via
Westinghouse to fabricator for Units 2 and 3 Integrated Head Packages.

1 09-1Q-4 Submit partial payment to Westinghouse for Design Finalization.
09-2Q-1 Start site development.

09-2Q-2 Issue Purchase Orders and submit payments via Westinghouse for Units 2
and 3 Turbine/Generators and Main Transformers.

09-2Q-3 Receive Units 2 and 3 Core Makeup Tank material at fabricator.

09-2Q-4 Submit partial payment to Westinghouse for Design Finalizafion.
09-3Q-1 Issue Purchase Order and submit payment via Westinghouse for Unit 2
Turbine Generator Condenser material.

09-3Q-2 Submit payments to fabricators via Westinghouse for Units 2 and 3 Reactor
Coolant Pumps and Passive Residual Heat Removal Heat Exchangers,

09-3Q-3 Submit partial payment to Westinghouse for Design Finalization.
09-4Q-1 Start erection of construction buildings, to include craft facilities for
personnel, tools and equipment; first aid facilities; field offices for site management
and support personnel; temporary warehouses; and construction hiring office.

09-4Q-2 Receive Unit 2 Reactor Vessel flange nozzle shell forging at fabricator.

09-4Q-3 Submit partial payment to Westinghouse for Design Finalization.

09-4Q-4 Issue Purchase Order and submit payment via Westinghouse to fabricator
for Units 2 and 3 Radiation Monitoring Systems.
10-IQ-1 Receive Unit 2 Reactor Vessel Internals core shroud material at the
fabricator.

10-1Q-2 Payment to fabricator via Westinghouse for Unit 2 Turbine/Generator
Feedwater Heater material.

I0-1Q-2 Receive raw material at fabricator for Unit 2 Reactor Coolant Loop piping.

2010

10-2Q-1 Receive Unit 2 Reactor Vessel Internals upper guide tube Material at the
fabricator.

10-2Q-2 Submit payment to Westinghouse for the Unit 2 Control Rod Drive
Mechanisms.

10-2Q-3 Perform cladding on Unit 2 Pressurizer bottom head at fabricator.
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2010 3

10-3Q-1 Start excavation and foundation work for the standard plant for Unit 2.

i0-3Q-2 Receive Unit 2 Steam Generator tube sheet forging at the fabricator.

10-3Q-3 Complete Unit 2 Reactor Vessel outlet nozzle weld to flange at the
fabricator.

10-3Q-4 Start Unit 2 Condenser fabrication at the fabricator.

2010

2011

2011

2011

2011

4

10-4Q-1 Complete preparations for receiving the first module on site for Unit 2.

I0-4Q-2 Receive Unit 2 Steam Generator transition cone forging at the fabricator.

10-4Q-3 Complete Unit 2 Reactor Coolant Pump casing fabrication.

10-4Q-4 Complete machining, heat treatment and Nondestructive examination of Unit
2 Reactor Coolant Loop Hot Leg A piping at the fabricator.
11-1Q-I Cornplete Unit 2 hydrotests for Core Makeup Tanks,

11-1Q-2 Issue Purchase Order and submit payment via Westinghouse to fabricator
for Units 2 and 3 Polar Crane main hoist drums and wire rope.
11-2Q-1 Receive Unit 3 Control Rod Drive Mechanism latch housing/rod travel
housing material at the fabricator.

11-2Q-2 Complete Unit 2 Condenser shipment preparation at the fabricator,
11-3Q-1 Start placement of mud mat for Unit 2.

11-3Q-2 Receive Unit 2 Steam Generator tubing at the fabricator.

11-3Q-3 Complete upper head welding on Unit 2 Pressurizer at the fabricator,

11-3Q-4 Complete Unit 3 Reactor Vessel closure head cladding at the fabricator.
11-4Q-1 Begin Unit 2 first nuclear concrete placement.

11-4Q-2 Complete fabrication of Unit 2 Reactor Coolant Pump starer core at the
fabricator.

11-4Q-3 Begin Unit 2 Reactor Vessel Internalswelding of core shroud panel ring at
the fabricator.

11-4Q-4 Complete 1st Unit 2 Steam Generator tubing installationat the fabricator.

11-4Q-5 Ship Unit 2 Reactor Coolant Loop pipe to site.

11-4Q-6 Ship Unit 2 Control Rod Drive Mechanism to site.

11-4Q-7Complete weld for Unit 2 Pressurizer lower shell to head at the fabricator.

11-4Q-8 Complete 2rid Steam Generator tubing installation for Unit 3 at the fabricator.

11-4Q-9 Submit partial payment to Westinghouse for Design Finalization.
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2012

2012

2012

2012

2

3

12-1Q-1 Set module CA04 for Unit 2.

12-1Q-2 Complete post weld heat treat of 2"dtubesheet for Unit 2 Passive Residual
Heat Removal Heat Exchanger.

I2-1Q-3 Complete 1't tubesheet drilling for Unit 2 Passive Residual Heat Removal
Heat Exchanger.

12-1Q-4 Complete girder fabrication for Unit 2 Polar Crane.

12-1Q-5 Complete preparations for Unit 3 Turbine Generator Condenser shipment,
12-2Q-1 Set Containment Vessel ring #1 for Unit 2.

12-2Q-2 Deliver Unit 2 Reactor Coolant Pump casings to the site.

12-2Q-3 Complete Unit3 Reactor Coolant Pump stator core.

12-2Q-4 Receive core shell forging far Unit 3 Reactor Vessel.

12-2Q-5 Complete Unit 3 Pressurizer cladding on bottom head,
12-3Q-1 Set Nuclear Island structural module CA03 for Unit 2.

12-3Q-2 Complete 1't Unit 2 Squib Valve factory operational test.

12-3Q-3 Complete Unit 3 Accumulator Tank hydrotest.

12-3Q-4 Complete electrical panel assembly for Unit 2 Polar Crane.
12-4Q-1 Start containment large bore pipe supports for Unit 2.

12-4Q-2 Ship Unit 2 Reactor Integrated Head Package to site from fabricator.

12-4Q-3 Complete Unit 2 Reactor Coolant Pump stator fabrication.

2 Unit 3 Steam Generator tubing installation at fabricator,12-4Q-4 Complete nd .

12-4Q-5 Complete 1stUnit 2 Steam Generator hydrotest at fabricator.

2013

13-1Q-1 Start concrete fill of Nuclear Islandstructural modules CA01 and CA02 for
Unit 2.

13-1Q-2 Ship Unit 2 Passive Residual Heat Removal Heat Exchanger to site from
fabricator.

13-1Q-3 Complete Unit 2 Refueling Machine Assembly factory acceptance test.

1 ! 13-1Q-4 Ship Unit 2 Reactor Vessel Internals to site from fabricator.
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2013 2

13-2Q-1 Set Unit 2 Containment Vessel ring #3.

13-2Q-2 Ship Unit 2 Steam Generator to site from fabricator.

13-2Q-3 Complete preparation for Unit 2 Turbine/Generator shipment from Toshiba
fabrication facility.

13-2Q-4 Complete Unit 3 Pressurizer hydrotest at fabricator.

13-2Q-5 Ship Unit 2 Polar Crane to site.

13-2Q-6 Receive Unit 2 Reactor Vessel on site from fabricator.

2013 3

13-3Q-1 Set Unit 2 Reactor Vessel.

13-3Q-2 Weld Unit 3 Steam Generator tubesheet to channel head.

13-3Q-3 Complete Unit 3 Reactor Coolant Pump final stator assembly at fabricator.

13-3Q-4 Ship Unit 2 Reactor Coolant Pumps to site from fabricator.

13-3Q-5 Place first nuclear concrete for Unit 3.

2013

2014

4

13-4Q-1 Set Unit 2 Steam Generator.

13,4Q-2 Preparations complete for shipment of Unit 2 Main Transformers.

13-4Q-3 Complete Unit 3 Steam Generator hydrotest at fabricator.

13-4Q-4 Set Unit 2 Containment Vessel Bottom Head on basemat legs.
14-1Q-1 Set Unit 2 Pressurizer Vessel.

14-1Q-2 Complete Unit 3 Reactor Coolant Pump Factory Acceptance Test at
fabricator.

14-tQ-3 Ship Unit 3 Reactor Vessel Internals to site from fabricator.

14-1Q-4 Issue Purchase Order and submit payment to fabricator via Westinghouse
for Unit 3 Main Transformers.
14-2Q-1 Complete welding of Unit 2 Passive Residual Heat Removal System piping.

2014

2014

14-2Q-2 Ship Unit 3 Steam Generator to site from fabricator.

14-2Q-3 Ship Unit 3 Refueling Machine Assembly to site.
14-3Q-1 Set Unit 2 Polar Crane.

14-3Q-2 Ship Unit 3 Reactor Coolant Pumps to site from fabricator.

14-3Q-3 Complete shipment preparations for Unit 3 Main Transformers from
fabricator.

2014

2015
9_15

14-4Q-1 Ship last Unit 3 Spent Fuel Storage Rack module to site.
15-1Q-1 Start electrical cable pulling in Unit 2 Auxiliary Building.

I5-1Q-2 Complete Unit 2 Reactor Coolant System cold hydro.
15-2Q-1 Activate class 1E DC power in Unit 2 Auxiliary Building.
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2015 3
2015 4

15-3Q-1 Complete Unit 2 hot functional test.

15-3Q-2 Install Unit 3 ring 3 for containment vessel.
15-4Q-1 Load Unit 2 nuclear fuel.

2016 1 16-1Q-1 Unit 2 Substantial Completion,

2016 i 2 16-2Q-1 Set Unit 3 Reactor Vessel.
2016 3 16-3Q-1 Set Unit 3 Steam Generator #2.
2016 4 16-4Q-1 Set Unit 3 Pressurizer Vessel
2017 1
2017 2

17-1Q-1 Complete welding of Unit 3 Passive Residual Heat Removal System piping.
17-2Q-1 Set Unit 3 polar crane.

2017 3
2017 4
2018 1

2018
2018
2018
2019

17-3Q-1 Start Unit 3 Shield Building roof slab rebar placement.
17-4Q-1 Start Unit 3 Auxiliary Building electrical cable pulling.
18-1Q-1 Activate Unit 3 Auxiliary Building class 1E DC power,
18-2Q-1 Complete Unit 3 Reactor Coolant System cold hydro.

18-2Q-1 Complete Unit 3 hot functional test.
18-3Q-1 Complete Unit 3 nuclear fuel load.
18-4Q-1 Begin Unit 3 full power operation.
19-IQ-1 Unit 3 Substantial Completion.
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EXHIBIT F

ANTICIPATED COMPONENTS OF CAPITAL COSTS AND SCHEDULE

Combined Application of South Carolina Electric & Gas Company for a
Certificate of Environmental Compatibility and Public Convenience and

Neeessil)' and for a Base Load Review Order
Public Service Comlnlssion Docket No, 2008-196-E

1, INTRODUCTION

Chart A to this Exhibit F provldos a summary of the antlcipated eomponents of capital cost

and the forecasted schedule for incurring them as used by SCE&G in projecting the cash flows,

construction work in progress balances; and other financial matters related to the construction of

bye Westinghouse AP1000 units a_ V, C, Summel'Nuelear Station Units 2 & 3. These

projections reflect the applicable inflation adjustments and indices as set forth in Exhibit I to this

Application and are subject to tl_orisk factors set forth in Exhibit alto this Application and to the

cost and schedule conth_gencies requested in the Application, As set forth in the Application,

SCE&G will update these projections periodically in its filings with the Office. of Regulatory

Staff to reflect the aetna[ levels of inflation measured for past periods by the inflation factors and

indices reflected in Exhlblt I to this Application and to reflect any changes related to the

contingencies requested hi the Application, SCE&O will update the projections of capital costs

for remaining filtnre periods based on the same methodology reflected in this Exhibit F,

2, THE PUBLIC AND CONFIDENTIAL VERSIONS OF CHART A

CbartA to this Exhibit F is being fled in both a p_Iblic and a confidential vers|on. Both

versions provide the fllll anticipated cost of the Units, year-by-year and in total, including all

costs anticipated to be paid under the EPC Contract, all owner's costs and all transmission costs,

The only difference between the two versions of the exhibits is the amount of detail given for

EPC costs and Owner's costs.

Specifically, the confidential version differs fi'om the public version in that it includes hvelve

rows of data not included on the non-confidenflal version. Those rows of data:

A, Show th_ anticipated annual payments in 2007 dollars under the EPC Contract with

Westinghouse/Stone & Webster broken out into the seven "EPC Categories" that are

listext on Exhibit I to this Application;

B, Show the estimated annual payments in 2007 dollars for the "Owner's Cost Categories:

Project Target Estimates," that are listed on Exhibit I to this Application;

C, Sum the unesealated project costs by and adjust the yearly sum bY the applicable inflati°n

factors, all consistent with the h_flatlon factors listed on Exhibit I to this Application for

the cost categories hwolved;
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D. Set forth tile centingenoy amount applicable to each year's esthnated construction costs

hi 2007 dollars, all consistent with the contblgency factors lfsted on Exhibif I to this

Application for the cost categories involved; and

E. Adjusts the yearly contingency amount by the inflation fact:ors applicable to the cost

categories widl which the eontingcncies al'e associated, all consistent with the inflation

factors listed on Exhibit I to this Application,

The sum &these categories &cost data (EPC costs and Owner's costs) and tha associated

contingencies and inflation amounts equal the first row &data on the publio version of Chart A

to Exhibit F, "Plant Cost: Total Net Cash Flow,"

SCE&G would emphasize that the public version ef Chflr( A to this Exhibit F sets foFth the

filIl projected cost of the Facility, The p)ab[ic version of Chart A provides the specific year-by-

year cost projections on which the Commiss$6n is asked to establish as the "approved capital cost

esthnate including specified contingencies" for the Facility, as required in S.C, Code Ann, §§ 58-

33-275(A)(2) &the Code of Laws of South Carolina, 1976,

SCE&G is seeking confidential treatment of the data net inoluded in the public version of

Chart A to Exhibit F (the "Coafidential Data"), because ifdlsclosed in un-aggregated form,

those data could allow competitors of Westinghouse/Stone & Webster to calcnlate specific prices

being charged by Westlaghouse/Sione & Webster under the EPC Contract, both in aggregate and

for particular items or categories of items supplied. Westinghouse/Stone & Webster considers

this pricilig information to be proprietary information in the nature era trade secret and has taken

careNI steps to mahltaln the eenfldentiatity of this tnfol'mation, Westlnghouse/Stone & Webster

believes thatpublic release of such data could injure Westinghouse/Stone & Webster

commerclally in its negotiations for the sale of other units,

SCE&G intends to make the ConfkIentiat Data availe, ble to parties who sign an appropriate

confidentiality agreemeat.
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Exlfibit i (Public) (Exhibtf No, __ (EEB-2-P))
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EXHIBIT I

INFLATION INDICES

PUBLIC VERSION

Combined Application of South Carolina Electric & Gas Company for a

Certificate of Environmental Compatibility and Public Convenience and

Necessity and for a Base Load Review Order

Public Service Commission Docket No. 2008-196-E

1. INTRODUCTION

This Exidbit I provides the h]flatlon indices and escalators, and contingency factors used

by SCE&G in projecting tile capital cost of the two Westinghouse API000 Advanced Passive.

Safety Power Plant (AP 1000) units it proposes to construct as V. C. Summer Nuclear Station

(VCSNS) Units 2 & 3 ({he Units ot' the Facilities).

2, EXPLANATION OF COST ELEMENTS SUBJECT TO ESCALATION

(See Aftaclled Chart A)

Ctm rt A of gxlfiblt I provides the categories &capital investment that have been established

for tile project. These categories are defined by risk profiles documenting the escalations and

contingencies that are applied to base project cash fiow. The definitions of these profiles are

determined by either contract terms or sound engineering and planning assumptions. Project

cash flow is assigned to each risk profile based on common risk characteristics; and escalations

and contingencies are applied to generate fitture cash flow for use in regulatory and plam]ing

schedules. Risk profiles are defined below:

t) Fixed with No Adjustment - These costs are fixed per the EPC Contract and escalation

is not applied. Col_tiagency risk for this cash flow is principally related to change orders

and is predicted to be relatively [6w.

2) Firm with Fixed Adjustment A - These costs have a fixed escalation eta specified

percentage applied as part &the EPC Contract. Contingency risk for tiffs cash flow is

principally related to change orders and is predicted to be relatively low.

3) Firm with Fixed Adjustment B- These costs have a fixed escalatlon of a speolfied

percentage applied as part &the EPC Contract. Under tl_e EPC Contract, this factor is

expressed in two part_. One part Is an inflation escalator equal to tile percentage in item 2

above. The other is a small additional factor that is designated a nuclear industry

administration adjustment to compensate Westfllghouse for the undertaking the project.
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Contingency risk for this cash flow is pririclpatly related to change orders and is predicted

to be relatively low.

4) Nrm with Indexed Escalation - Escalation for this schedule of casts is applied

periodically under the EPC Contract based on the Handy-Whitman All Steam Generation
Plant Index, South Afiantio Region. Handy-Whitman ts a well recognized and commonly

used construction index. The adjustment as billed under the EPC Contract will reflect the

percentage increase in the Handy-Whitman All Steam Generation Plant Index, South

Atlantic Region as measured between each hi-annual release of the index. For planning

purposes, SCE&G is using the most recent one-year index change for 2008, and the most

recent five-year average of the index for 2009 and beyond to escalate these costs.

Contingency risk for this cash flow is predicted to be relatively low.

5) Aetaal Craft Wages - Site craft wages wi!t be paid at actual costs. For planning

purposes, SCE&G is using the most recent one-year index change of the

Handy-Whitman All Steam &.Nuclear Generation Plant Index, South Atlantic Region,

for 2008, and the most recent fiyc-year average of this index for 2009 and beyond to

escalate these costs. Contingency risk for this cash flow is expected to be'highevthan

average.

, * S

6) N0n-Labor Costs -Thts schedule Is pad at actual cost . For planning purposes,
SCE&G is using the most recent one-year index change of the Handy-Whitman All

Steam & Nuclear Generation Plant Index, South Atlantic Region, for 2008, and the most

recent five-year average of this index for 2009 and beyond to escalate these costs.

Contingeacy risk for this cash flow is expected to be moderately high.

7) Time & Materials - This schednle is paid at actual costs' F°r planning purp°ses'
SCE&G is using the most recent one-year index change of the Handy-Whitman All

Steam & Nuclear Generation Plant Index, South Atlantic Region, for 2008, and the most

recent five-year average of this iMex for 2009 and beyond to escalate these costs.

Contingency risk for this cash flow is expected to be moderately high.

8) Owners Costs Target Estimates - This schedule is paid at actual costs. For planning

purposes, SCE&O is using the most recent one-year factor of the GDP Chained Price
Index, a commonly used U.S. Government published general escalation index, to escalate

2008 costs, The most recent five-year average of this index is used to escalate costs for

2009 and beyond. Contingency risk for this cash flow is expected to be moderately high.

9) Transmission Costa - T 1is schedule Is pad at actual costs. For planning purposes, the
base estimate is escalated based on the most recent Ha _dy-Wlutman T_ansuuss o 1 Plant

Index, Sooth Atlantic Region index, and fl_o most recent five-year average of this index,

Public
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is used to escalate eost,_ f6r 2009 and beyond. Contingenoy risk for this cash flow is

expected to be moderately high.

_w PUBLIC AND CONFIDENTIAL VERSION OF THE INTRODUCTION TO

E-XHIBIT I AND CHART A TO EXHIBIT I

In response_to a claim of confidentiality made by Westinghouse under file provisbns

of the EPC Contract, SCE&G has prepared public and confidential versions of this

introduotion to Exhibit I, and of Chart B to Exhibit I. The differences beP,veen the two

versions are as follows:

a. The public version ofthis introduction to Exhibit I does not specify the

percentage of the costs under fl_eEPC Contract that fail within the Fixed/Firm

pricfng categm 7 and the additional percentage of east that Westinghouse and

Stone & Webster have agreed to offer for conversion to Fixed/Firm pricing. The

confidential version of the introduction provides these percentages.

b. The publ_o version ofthis introduction to Exhlbit I, and of Clmrt B to Exhihit I

does not provide the specifio inflation factors that the EPC Contract has

established For the two Finn with Fixed Adjustment Categories. The coufidcntial
version sets Forth these factors.

e. The public version of Chart B to Exhibit I does not list the specific items of

equipment or cost included in the four Fixed/Fh'm categories of cost. The

confidential version of that document lists the specific items of equipment or cost

under tl_e heading "Cost Make-up."

SCE&G intends to make the confidential version of the introduction to Exhibit I and of

Chart B to Exhibit I available to parties who sign an appropriate confidentiality agreement.

4. HANDY-WHITMAN AND GDP INDICES

(See Attached Chart B)

Chart B to Exhibit I provides five yearsofhlsto,qcal data for the Handy-Whltman

(HW) All Steam Generation Plant, All Steam & Nuclem' Gene|'ation Plant, and

Transmission Plant, for the South Atlantic Region; as well as the Gross Domestic Product

(GDP) inflation index. These are the indices discussed in Chart A of Exhibit I and used by

SCE&G in preparing cost projections related to the Facility.
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

RATE DESIGN SUMMARY

INCREASE ON MAY, 2008 RATES

RATE

MAY, 2008 PROPOSED $ %

REVENUE t REVENUE 1 CHANGE CHANGE

COL, 1 COL. 2 COL. 3 COL. 4

RESIOENTIAL
Ra(e 1 - Good Cents $ 40,502,91"4
Rate 2 - Low Use $ 3,399,050

Rate 5 - Trine-or-Use (KWH Only) $ _7t,837
Rate 8 - Energy Saver / Conservation _ 54,903,275
Rale 7 - Time-of-Use Demand $ 1,328
Rate 8 - Residential $ 779,737,304

Total Residential Class $ 878,715,738

SMALL GENERAL SERVICE
Rata 3M - Municipal Power $ 14,038,377
Rale 9 - Small General $ 284,919,571
Rale 29 - Small General (Unmelered) $ 695,405
Rate 10 - Small ConslructJon $ 1,084,816

RalB 11 - Irrigation $ 1,124,326
Rate 120- Church $ 16,510,709
Rate 13 - Municipal L]gh0ng $ 476,868
Rata 14 - Farm $ 2,183,887
Rate 18 - Time-of-Use $ 316,199
Rate 22S - Schcol $ 37,084,918

Total Smell General Service Class $ 357,382,674

MED(UM GENERAL SERVICE
Rate 20 - Medium General $ 178,806,710
Rate 21 - TIma-oPUse $ 7,198,028

Rata 21A - Expedmenlal Time-of-Use $ 29,435,304

Total Medium General Service Class $ 2t5_438,042

LARGE GENERAL SERVICE
Rata 23 - Industrial Power $ 288,491,733
Rate 24 - Time-of-Use $ 147,428,394
Conlrac{s $ 102,825,820

Total Large General Service Class $ 518,745,956

TOTAL

$ 401670,633 $ 18717t9 0.4"{%
$ 3,411,473 $ 121393 0,36%
$ 172,440 $ 603 0.35%
$ 55,130,996 $ 227,721 0,41%
$ 1,334 $ 8 0.45%
$ 783,081,763 $ 3,344,459 0.43%

$ 662,468,639 $ 3,752,90t 0,43%

$ i4,067,i66 $ 50,789 0.38%
$ 268,072,314 $ 1,t52,743 O,40%
$ 898,216 $ 2,811 0.40%
$ 1,067,61i $ 2,995 0.28%
$ t,127,96t $ 3,628 0.32%
$ 15,558,820 $ 48,t'11 0.31%
$ 478,263 $ 1,597 0,34%
$ 2,162,050 $ 8,153 0.38%
$ 317,239 $ 1,040 0,33%
$ 37,215,874 $ 130,988 0.35%

$ 380t785,804 $ 1,402,830 0,39%

$ 179,535,561 $ 728,851 0,41%
$ 7,228,807 $ 32,779 0,48%
$ 29,553,013 $ 117,709 0.40%

$ 2t6,317,361 $ 879,339 0.41%

$ 269,415,884 $ 923,951 0.34%
S 148,011,877 $ 582,983 0.40%
$ t03,084,489 $ 268,680 0.25%

$ 520,5II,550 $ 1,765,594 0.34%

$ 7,800,664

- These columns have been updated to reflect the new fuel faclors approved by _hBPublic Service Commission of South Carolina In
Order No, 2008-742 relating to the Company's Request for Mid-Perlod AdjusLment
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
PROPOSED ELECTRIC RATE SCHEDULES

Listed are the proposed electric rate schedules included as follows:

Rat___ee Description

1 (RGC)

2

3

5

6 (RGCC)

7

8

9

10

11

12 (C)

13 (ME)

14

15 (SS-O

16

19

2O

21

21A

22 (S)

23

24

Good Cents Residential Service

Low Use Residential Service

Municipal Power Service

Time-of-Use Residential Service

Energy Saver/Conservation Residential Service

Time-of-Use Demand Residential Service

Residential Service

General Service

Small Construction Service

Irrigation Service

Church Service

Municipal Lighting Service

Farm Service

Supplementary and Standby Service

Time-of-Use General Service

Concurrent Demand Time-of-Use General Service

Medium General Service

General Service Time-of-Use Demand

Experimental Program - General Service Time-of-Use Demand

School Service

Industrial Power Service

Large General Service Time-of-Use

Contract Rates
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

RATE 1 (RGC) RESIDENTIAL SERVICE
GOOD CENTS RATE

AVAILABILITY

Effective January 15, 1996 this schedule is closed and not available to any new structure.

This rate Is available to customers who meet the Company's Good Cents requirements and use the Company's standard service which ts specified as a

single point of de_'rveryper premises #ore an existing overhead distribution system to individually metered pdvate residence and IndNidually metered
dweitthg units In apartment structures or other mu]tl-fumily residential structures. It is not available for resale service nor shall service be supplied to

dwellfug uniis having a total of more than ten rooms, five or more of which are rented or offered for rent Io any person or persons not a member, or

members, of the immediate family of the turner or lessor of the dwelling units.

A dwelling unit Is defined as a room or group of rooms having, in addition to living quarters, kitchen facilities for the sole use of the family or Individual

occupying such dweiting unit.

CERTIFICATION REQUIREMENTS

Prior to construcgon, the customer or prospective customer must contact the Company to ascertain the requirements of the Good Cents Program and to

arrange for on-sffe inspecgons for compliance.

The dwenlng unit must be ce_fled by the Company to meet or exceed the Company's Good Cents Program requlremenls In force at the _me ot

app}inat}on In order to qualify for service under this rate scheduIe.

CHARACTER OF SERVICE

Altemagng Current, 60 hertz, single phase, 120 volts, 2 vdre or 120/240 veils 3 wire,

RATE PER MONTH

Basic Facitlt_esCharge:

Summer Winter

(B_l_n9 Months (B_lln9 Months

June-September) October*May)

$ 8.00 $ 8.00

PIus Energy Charge:

Flrst 800 Kwbrs. @ $ 0.10279 per Kwhr. $ 0.10279 per Kwhr.
Excessover8OOKwhrs.@ $ 0.11241 perKwhr. . $ 0.09884 perKwhr.

MINIMUM CHARGE

The monthly minimum charge shall be the basic facilities charge as slated above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03392 per Kwhr. are included In the energy charge and are subject to adjustment by order of the Pubgc Service Commission of South

Carolfua.

STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00043 per Kwhr. for accumu]aSon ot a slerm damage reserve.

SALES AND FRANCHISE TAX

To the above wilt be added any applicable sales tax, franchise fee oF business license tax which may be assessed by any state or local governmental

body,

PAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

The Company vn'_lfurnish service In accordance with its standard specifications. Non*standard service wilt be furnished only when customer pays the
difference In costs between non-standard _ervice and standard seedce or pays the Company its normal monthly facitity charge based on such difference

In costs.

TERM OF CONTRACT

Contracts shall be written for a period of not less the n one (1) year. A separate contract shell be wdffen for each meter at each fuca8on.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and a re a ped of this rate schedule.

Effective Upon Approval Of The Public

So.Ice Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

LOW USE RESIDENTIAL SERVICE
RATE 2

AVAILABILITY

Thls rate is available to customers that meet the special condi0ons listed below, and are served by the Company's staedBrd service whloh is specified

as a s_ngis petht of delivery per premises from an existing overhead distdbu0on system to Individually metered private residences and ledivldually
metered dwelling units In apadment structures or other multhfamtiy residential structures. It Is not avaliable for resale service nor shall service be

supplled to dwelilog units having a total of more than ten rooms, five or more of which are rented or offered for rent to any person or persons not a

member, or members, of the tmmediste family of the owner or lessor of the dwelling units.

A dwelling unit is defined as a room or group of rooms bering, th addition to _vthg quarters, kitchen faciItiles for the sole use of the family or individual

occupying such dwelling unit.

SPECIAL CONDITIONS OF SERVICE

1) Thls rate schedule Is available to those accounts where the consumption has not exceeded 400 Kwhrs. for each of the t_veive billing months preceding
the billing month service .is to be ln01alty billed under this rate schedule. The customer must have occupied the dwelling unit for the entire time

necessa_ to determine eligibility under this rate schedule.
2) Consumption during a billing psded of more than 30 days, used to determthe eligthllity under this rate schedule, sbel[ be adjusted to a 30 day billing

period by applkiatton of a fraction, the numerator of _h]ch shall be 30 and the denominator of which shall be the actual number of days in the billing

period. . ............ ,_- _--_ed _hat censumntion under this rate schedule exceeds 400 Kwhrs. w_ll terminate eligthligy
3) The second billing month wdhln a twelve mmng ,uu.u_ w- •

a e schedule.
under thlsr the next twelve btliing periods befo e the customer will again be edglb]e for the Low Use Rate.

4) Service will be billed under the previous rate schedule

CHARACTER OF SERVICE

AIterna0ng Current, 60 hertz, single phase, 120 volts, 2 vdre or 1201240 yetis 3 v_e.

RATE PER MONTH

$ ti.00
Basle Facillties Charge:

Pies Energy Charge:

All Kwhrs. @
$ 0.07883 per Kwhr.

MINIMUM CHARGE

The monthly minimum charge sbell be the basic facilities charge as stated above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03302 per Kwhr. are ]ncIuded th t_e energy cha_ge and are subject to adjustment by order of the Public Service Commission of South

Carolina.

STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.00043 per Kwhr. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above _villbe added any applicable saIes tax. franchise fee or business license tax which may be assessed by any state or local governmental

body.
PAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL pROVISIONS

The Company will furnish service in accordance v_th its standard specifications. Non-standard service will be fumtsbed only when the customer pays
the difference In costs between non-sthndard service and standard seedce or pays to the Company its normal monthly facility charge based on such

difference In costs.

TERM OF CONTRACT

Contracts sbeti be wdtien for a period of not less than one (1) year. A separate contract sbeli be wfftten for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are Incorporated by reference and are a part of this rate schedule.
Effective Upon Approval Of The Public

Service Commission Of South Carolina
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;OUTH CAROLINA ELECTRIC& GAS COMPANY
ELECTRICITY

MUNICIPAL

RATE 3 (M) POWER SERVICE

AVAILABILITY

This rate ts available to municipal customers using the Company's standard service which Is specified as a slngle point of delive fy per premises from

an exisdng overhead distdbu6on system. This tholudes ati munldpally owned and operated faciI_es for power purposes IncIudIng, but not restricted to

pubtic buildings and pumping s{atfuns, it Is not erasable for resale or standby sendce.

CHARACTER OF SERVICE

Aiterna6ng Current, 60 hertz. Voltage and phase at the option of the Company,

RATE PER MONTH

Basic Facilities Charge: $ 16.50

Plus Energy Charge:

Summer BIllicg Months (June-September)

All Kwhrs. @ $ 0.09070 per Kwhr.

Winter Bitting Months (October-May)
AgKwhrs.@. $ 0.09070 perKwhr.

MINIMUM CHARGE

The monthly minimum charge shaIl be the basic faeili6es charge as stated above, provided however, when construcdon costs exceed four (4) t_mesthe
esgmated annual revenue excluding fuel revenue to be derived by the Company, the customer may make a contdbut[on In aid of construction of the

excess cost or pay the Company's standard facility rate on the excess construction cost In addition to the rate charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03378 per Kwhr. are included th the energy charge and are subject to adjustment by order of the Public Service Commission of South

Carolina.

STORM DAMAGE COMPONENT

The energy cbarges above Include a storm damage component of $.00038 per Kwhr. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above _vitlbe added any applicable sates tax, franchise fee or business f_cense tax which may be assessed by any state or local governmental

body.

PAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

Service shati not be supptiad under thls rate for establishments of a commercial nature, nor to operations pdmadly non-municipal. Under no conditions

wlti the Company alldw the sendce to be resold 1o or shared with others.

The Company will fumich sendce in accordance with its standard specifications. Non-standard service vgilbe furnished only when the customer pays
the difference In costs beb'_een non*standard sendce and standard sen4ce or pays to the Company its normal monthly fucIlily charge based on such

difference in costs.

TERM OF CONTRACT

Contracts sha_l be wdt/en for a period of not less than ten (1O) yea rs.Oontracts shall be written for a pedod of not less than ten (10) years.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are Incorporated by reference and a re a part of this rate schedule.

Effective Upon Approval Of "the Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

RESIDENTIAL SERVICE

RATE 5 TIME OF USE

AVAILABILITY

This rate Is availabIe on a voluntary basis to customers using the Company's standard service which Is specked as a single point of deIIsery per premises from an

existing overhead distribution system to thd_vidual_y metered pdvate residences and individually metered dwelling units In apartment stnJctures or other multi-family
resident[at structures, It Is not available for resale service nor shall service be supplied to dwelIIsg units having a total of more than ten rooms, five or more of

which a re rented or offered for rent to any parson or persons not a member, er members, of the ]mmedIste family of the owner or iessor of the dwelling units.

A dwelling unit Is defined as a room or group of rooms having, In eddi_n to IMng quarters, kitchen faeilifies for the sole use of the family or Individual occupying

such dwelling unit,
CHARACTER OF SERVICE

Alternatthg Current, 90 bedz, single phase, 120 volts, 2 wire or 1201249 volts 3 v_re.
RATE PER MONTH

L Summer Months of June-September $ 12.00
A. Basic Fac_es Charge:

B. Energy Charge: $ 0.22941 .per Kwhr.
All on-peak Kwbrs.@
Alloff-peakKwhrs.@ $ 0.08087 9erKwhr,

C. Minimum'Bill:
The monthly min_nurn cha ge shall be the basic facillt_es charge

IL Winter Months of October-May $ 12.00
A. Basic Facilities Charge:

B. Energy Charge: $ 9,21614 .per Kwhr.
N on-peak Kwhrs.@

N_ off-peak Kwhrs,@ $ 0.08087 ,per Kwhr.

C, M[nbeum BIll:
The monthly ndnlrnum charge shall be the basic factli_es charge

DETERMINATION OF ON-PEAK HOURS

A. On-Peak Hours:

Summer Months of June-September: - " s *
The on-peak summer hours are defined as the hours betWeen 2:00 p.m.-7:00 p,m., Monday-Friday, excluding holiday ,

Winter Months of October-May: • s *
The on-peak winter hours are defined as the hours bah'teen 7:00 a.m.-12:00 noon, Monday-Feday, exclnding bellday .

B. off-Peak Hours:
The off-peak hours In any month are de,ned as all hours not specified as on-peak hours.

• Holidays are: New Year's Day, Memedal Day, Independence Day, Labor Day, Th_nksgMng Day and Chdsbeas Day.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03392 par Kwhr. are included in the energy charge and are subject to adjustment by order of the Public Service Commission of South Carolina.

STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.0g043 per Kwhr. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX

To th_ above wit] be added any app]icabIe sales tax, franchise fee or business license tax which may be assessed by any state or local governmental body.

pAYMENT TERMS

NI bills are net and payable when rendered.
SPECIAL PROVISIONS

The Company witl furnish seJMce In accordance with its standard speciflcafions. Non-standard sendce will be fundsbed on_y when the customer pays th8
difference In costs betWeen non-standard sewIce and slandard sendce or pays to the Company its normal monthly facility charge based on such difference in

costs, al mBtenn equ pment o measure customer's loads or aey part thereof and to obtaln any other data
The Company sbe have he right to install and operate sped " g

necessary to determine the customer's _oad charactedsfics.

The Company's levePmnd payment plans are not'avaI]a ble to customers served under this rate schedule.
- TERM OF CONTRACT

Contracts sha[l be written for a period of not ess than one (1) year. A separate contract shall he written for each meier at eac! location,

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Cond[tlons are incorporated by reference and are a part of this rate schedule.
Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY"

RATE 6 (RGCC)
RESIDENTIAL SERVICE

ENERGY SAVER/

CONSERVATION RATE

(Page I of 2)

AVAILABILITY"

This rate [s available to customers using the Company's standard service which is specified as a single point of del;ve_ per premises from an exlstJr_j

overhead distribetton system to individually metered pdvate residences and lndlvldually metered dwelling units In apedrnent structures or other muPJ-family
resIdenfla] structures. It is not avaiIable for resale service nor shall service be supplied to dwelling units havthg a total of more than ten rooms, five or more of

which ere rented or offered for rent to any person or persons not a member, or members, of the immediate family of the owner or lessor of the dwelling units.

A dwelIing unit is defined as a room or group of rooms havidg, [n eddlfion to tMng quarters, kitchen facilifies for the sole use of the family or ledMdual

occupying such dwelling unit.

The builder or homeowner must provide the following:

1) For new homes only - Proof that home meets the Council of Arnedcan Building Officials Model Energy Code.

2) Receipts showing the purchase and thstaIlatlon of a new AC unit that meets the requirements as shown below.

3) A certificate issued by an thstaller showing a wall total cavity R value of 15 (R-15).

4) Certification from buitder stating that requhaments have been met,

The Company may perform an on-site audit to verify that customer meets eva flability requirements as stated herein.

THERMAL AND AIR CONDITIONING REQUIREMENTS FOR ENERGY CONSERVATION

The following requirements are predicated on the Councg of American Bu[kling Office, Is Model Energy Cede and subject to change with a change in the
Council of American Buiidthg Offic[aIs Model Energy Cede. Sutrleient appltcaflon of thatm_[ centre[ products and specified air coedlfion_ng requirements must

be met to satisfy the minimum standards ouflined below:

Ceilings: Ceilings of nmvJy constructed homes shall be insulated v_h a total "as Installed" thermal resistance (R) value of 30 (R*30).

Ceilings of manufactured housing shall be l_ulated with a thermal resistance (R) value of 30 (R-30).

Ceilings of existthg housing shall be insulated with a total "as Installed" thermal resistance (R) value of 38 (R-38).

Lighting: Recessed ceiling lights shall be sealed.

Walls: Walls exposed to the full temperature differen flal (TD}, or unconditioned areas, shall have a futal cavity R value of 16 (R*I 5).

"This Is not a requirement for extsfing housing.

Floors: FlOOrsover crawl space or cra_vi space weds shall have [nsulafion installed having a toinl R value of 19 (R-19).
t 00% of the exposed earth In a craw] space shall be covered with a vapor barber of no less than (4) mills.

Windows: Windows shall be Insulated (dou'qIe) glass or have storm windows.

Oo ors: Doors exposed to full TO areas must be weather-s_pped on aI[ sides and of solid construc_n.

Air ducts located outskle of coeditJoned space must have: 1) all joints proper_y fastened and sealed, and, 2) the duct shaII have a

Ducts: minimum Installed InsuIedon RwaIue of 6.0. All jothts in ducfwork outside of the conditioned space must be permanently sealed with

the apptlcatidn of duct sealant. Transverse ]olnts, rake-offs, bensifions, suflply/retum connections to the air handier, boot
connections to the fidor/cefllng_vall, and framedrin and panned passages must ha made airtight with duct seala nb

Attic. Vent: Attic ventJlafion must be a minimum of one square foot of net flee area for each 150 square feet attic floor area.

Water Heaters: Electric water heaters must have Insulation surrounding the tank with minimum total R value of 8 (R-8).

Air Condition: All aIr condlfioners must have a SEER ralthg of 1 5 SEER higher than the redng shown in the Council of American Building Officials
Mede_ Energy Code or 12 SEER or any federal or state maed_ted energy codes, whichever is higher.

Other: Chimney flues and fireplaces must have tkjht fitting dampers.

*lnsula lion the rmal resistance values are shown for insulation only, framrng correcfions will not be considered.

The "as installed" thermal resistance (R) value for all loose fill or blov_ng type insulation materials must be verifiable either by installed

density using mutiiple weighted samples, the manufacturer's certification methods, Federal Trade Commission's procedures or other

methods specified by local governing agencies.
Effective Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

RATE 6 (RGCC)

RESIDENTIAL SERVICE

ENERGY SAVER/

CONSERVATION RATE

(Page2of2)

CHARACTER OF SERVICE

A_tama0ng Current, 60 hertz, slngte phase, 120 volts, 2 wire or 120/240 volts 3 wire.

RATE PER MONTH

Basic Facilities Charge:

PIus Energy Charge:

First 800 Kwhrs. @ $

Summer

(Billing Month

June-September)

$ 8.00

Excess over 800 Kwhrs+ @ $

0,10279 per Kwbo

0.11241 per Kwhr.

Winter

(Billing Month
October*May)

$ 0,00

. $ 0.10279 perKwhr.

$ 0,09884 per Kwhr,

MINIMUM CHARGE

The monthly mtr_mum charge shatl be the basic facilities charge as stated above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel cosls of $.03392 per Kwhr, are included In the energy charge and are subject to adjustment by order of the Public Sendce Commission of South

Caroltha.

STORM DAMAGE COMPONENT

The energy charges above Inctudea storm damage component of $.00043 per Kwbo for accumulatton of a storm damage reserve,

SALES AND FRANCHISE TAX

To the above vail be added any applicable sales tax, franchise fee or business license tax whTch may be assessed by any state or local governmental body.

PAYMENT TERMS

All bills are net and payable when rendered,

SPECIAL PROVISIONS

The Company v,_llfurnish se_ice In accordance with its standard specif]caUons. Non*standard sendce vail be furnished only when the customer pays the
difference In costs between non-standard service and standard service or pays to the Company ffs normal monthly facilgy charge based on such difference

In costs.

TERM OF CONTRACT

Contracts shall be wdtten for a period of not less than one (1) year. A separate contract shall be written for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and are a part of this rate schedule,

Effective Upon Approval Of The Public

Se_'fce Commfsslon Of South Carolina
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ELECTRICITY

SOUTH CAROLINA ELECTRIC & GAS cOMPANY RESIDENTIAL SERVICE
TIME-OF-USE DEMAND

RATE 7

AVAILABILITY

dwegth un_s in apartments stnJetures or other muffl-
This rate Is available on a ,_lunta_ ba sis to cu $thmers using the Company's standard service which is specified as a single point of dellver_ per premises from an• •ences and ndMdustly metered . g ore than ten rooms, five or more

erhead d stdbugon system o thdMdually metered PnVoa_es_;_'dservic e be supplied to dwelling un,s ha_ng a tot aoiwenremoCr lessor of the dwelling ungs.
exls_ng ov tt is not avatlab e for resa e sen_ce n of the mmedla e famdy ofth
famdy resldenlla sthJctures, son or arson, not a member or members,
of which are rented or offered for tent to any pe P

A dweging ung is defined as a room or group of rooms haVthg, in add_on to IMng quartets, kitchen factgges for the sole use of the family or thdMdual occupying

CHARACTER OF SERVICE

AHernagng Current, 60 hertz, single phase, 120 vogs, 2 w_re or 1201240 vogs 3 wire.
- RATE pER MONTH

L BaSic Fa_thles Charge:

g, Demand Charge:

A. On-peak Bfigng Demand

merMonthsofJune-Se tember@ $ 10"_4 _:rr KK_/w

_tober-Ma @

gl. EnergyCharge: $ 0.07436 perKwhr.

Allon-peakKwbrs.@ $ 0.05871 perKwhr.

MINIMUI4 CHARGE

The monthly minimum charge shall be the basic facilities charge as stated above.
BILLING DEMANE)

• r s ec_ed belmv. The maximum

The maximum Integrated fifteen minute demand for the current month occurring dunng the on-peaL bou s p

integrated fifteen minute demand for any peded may be recorded on a rolling tlme interval
DETERMINATION OF ON-PEAK HOURS

A. On-peak Hours:

Summer Months of june-Septernben the hoUrs be_veen 2"00 p.rn.-7:00 p.m., Monday-F fiday, excluding holidays.*

The on-peak summer hours are de,ned as

Non-Summer Months of October-May. stween 7"00 a.m.-t 2 00 noon, Monday _=nday, excthdthg hsttd ys.

The on-peakwlnter hours am defined as the hours b

[3. O f_T_eeoaffk_ o_ _:;, s In any month ,re defined as st' hou,s net spec fled ,s on-peak hours•

*HoI_d ays are: Ne_/year's Day, M emodst Day, IndependenCe Day, Labor Day. ThanksgMng Day and Christmas Day.
ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03392 per Kwhr. a re the uded In the energy charge and are subjed- to adjustment by order of the public Service Commission of South Carolina.

STORM DAMAGE COMPONENT

The energy charges above Include a storm damage eemponent of $.00043 per Kwbr. for accumulation of a storm damage reserve.
SALES AND FRANCHISE TAX

To the above wig ba added any a ppgcable saleS tax, fmncMse fee or business license tax which may ba assessed by any state or thcal governmental body.

pAYMENT TERMS

Ag blfis are net and payable when rendered.
SPECIAL pROVISIONS be flJrntshed only when the customer pays the

The Company wgl furnish seneca In accordanCe udth its standard speciP_afions. Non-standard sauce will such difference In
difference in costs between non-standard sen&ca and standard selMce or pays to the Company its normal monthly facgi_/charge based on

costs, nt to measure customer's oeds or any part thereof and to obtain any other data

The Company shag have the fight to Install and operate special mute fing equ pine

necessary to dethrmlne the customer's load characteristics.

The Company's levegzed payment plans are not avagable to customers served under this rate schedule.
TERM OF CONTRACT

ne 1 ear A sepera e contract ,ha be w6rten for each meter at each bcedon
wfi[ten for apedod of net less than ° ( )y "

Contracts shall be GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and are a part of this rate schedule_i c
SerVice Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

RESIDENTIAL SERVICE

RATE 8

AVAILABILITY

This rate Is available to customers using th_ Company's standard serdce which is specified as a single _olnt of degvery per premises f_om an ex_s8ng
overhead distdbu0on system to indMdual[y metered pdwte residences and individually metered dwelSng units In apartment structures or other multhfamSy

residential structures. It is no available for resale service nor shall se_4ce be supplisd to dwelling units having a total of more than ten rooms, five or more of
which are rented or offered for rent to any person or persens not a member, or members, of the Immediate famSy of the owner or lessor of the dwelling units.

A d veiling unit is defined as a room or group of rooms having, in add_on to living quarters, kitchen facfilties for thB sole use of the family or Individual

occupying such dwelItng unit.
CHARACTER OF SERVICE

Alternating Current, 60 hertz, single phase, 120 vogs, 2 wire or 120_40 volts 3 wke.
RATE pER MONTH

Winter

Summer (Billing Month
(Billing Month October-May)

June-September)
8.00

$ g.oo
BaScl Facili_'es Charge:

Plus Energy Charge: 80OKwhrs.@ $ 0.10650 perKwhr. $ 0.10650 perKwhr.
First $ 0.10246 per Kwhr.

Excessover 800 Kwhrs. @ $ 0.11656 per Kwhr

MINIMUM CHARGE

The monthly minlmum cherge shall be the basic faciliges charge as stated above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03392 per Kwhr. are Included In the energy charge and Bre subject to adjustment by order of the public Service CommiSsion

of South Caro$ina.
STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.00043 per Kwhr. for accumutagon of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above willbe Bdded any applicable sa,es tax, franchise fee o_b;ytMe;_ $_c;_s_ t;_ which maybe assessed byany statB or Ioca, governmentBl body.

All bills are net and payable when rendered.
SPECIAL PROVISIONS

The Company will furnish service In accordance with its standard specifca_ns. Non-standard so,co will be furnished only when the customer pays the

difference in costs between non-standard service or pays to the Company its normBI monthly facility charge ba sod on such difference n costs.

TERM OF CONTRACT

Contracts shall be wdtten for a period of not less than one (t) year. A separate contract shall be wdtten for each meter at each location.

GENERAL TERMS AND CONDITIONS J

The Company's General Terms snd Conditions are Incorporated by reference and a_e a part of this rate s_

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

GENERAL SERVICE

RATE 9 (page I of 2)

AVAILASILITY

This rate is available to customers using the Company's standard service which Is specified as a single point of delivery per premises from an extst_g

overhead distribution system for general gght and/or power purposes such as commercial, Industrial, religious, charitable and eleernosynarylostitugons.

It is not available for resBIe service.

CHARACTER OF SERVICE

- Alternating Current, 60 hertz. Voltage and phase at the option of the Company,

RATE PER MO_ITH

Summer WIn(er

(Bil_ngMonths (B_Ii_ng Mon_s

June-September) OclobeX4,_ay)

$ 16.50 $ 16.50
Basic Facilities Charge:

Demand Charge:
First 250 KVA of Bliting Demand No Charge No Charge

Excess over250 KVA of Bggng Demand @ $ 3.05 .per KVA . No Charge

The Blil_ng Demand (to thB nearest whole KVA) shag be the maximum Integrated £_een (15) minute demand measured during the btigng months of

JunB through September.

Energy Charge;
First3,000 Kwhrs.@ $ 0.10602 per Kwhr. $ 0.10602 per Kwhr.

Over3,00OKwhrs.@ $ 0.11239 perKwhr. $ o.09896._perKwhr.

MINIMUM CHARGE

The monthly minimum charge sbali be the basic facilities charge and demand charge as stated above, provided however, when construction costs

exceed four (4) times the estimated annual revenue excluding fuel revenue to be dedved by the Company, the customer may make a contribution in aid
of construction of the excess cost or pay the Company's standard facility rate on the excess construndon cost le addition to the rate charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03378 per Kwbr, are thcleded in the energy charge and are subject to adjustment by order of the Public Service Commission of South

Carolina.

STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.00038 per Kwhr. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above will be added any applicable safes tax, franchise fee or business license tax which may be assessed by any state or local governmental

body.

POWER FACTOR

If the power factor of the Customer's lnstaliation falls below 85%, the Company may adjust the billing to a basis of 85% power factor.

TEMPORARY SERVICE

TemporBry service for construction and other purposes wili be supplied under this rate In accordance with the Company's Terms and Conditions

covering such sen4ce.

PAYMENT TERMS

All bills are net and payable when rendered.

Effective Upon Approval Of The Public

Service Commission Of South Caro{ina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

GENERAL SERVICE

RATE 9 (Page 2 of 2)

SPECIAL pROVISIONS

This rate is available for residential sendce where more than one dwelIin9 unit Is supplied through a single meter, provided so,vine th such dwelling

unit was esta bllshnd pdor to July 1, 1980.

The Company will furnish sewice in accordance with its standard spec91catJons. Non-standard service will be fumlshed only when the customer

pays the difference in costs between non-standard service and standard service or pays to the Company its normal monthly facil_y charge based on

such difference in costs.

UNMETERED SERVICE PROVISION

When customer's usege can be determined and in the sole opinion of the Company, insta_aiton of metedng equipment is Impracgcal or

uneconomical, monthly Kwhrs. may be estimated by the Company anti hilled at the above rate per month, except that the basic faciliges charge

shall be $5.25.

TERM OF CONTRACT

Contracts for ins a laiton of a permanent nature shall be wr_lten for a peded of not less than one (1) year. A separate contract shall be written for

each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are Incorporated by reference and are a pa_t of this rate schedule.

Effective Upon Approval Of The Public

Sewice Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

SMALL CONSTRUCTION SERVICE
RATE I0

AVAILABILITY

This rate Is available as a tempora_ service for builders usthg the Company's standard seedce which ls specified as a single point of delivery per

premises from an existing overhead dlstdbugon system for general 0ghfing and/or power purposes dudng constructlon. [t Ts not available for resale or

standby service.

CHARACTER OF SERVICE

Alternating Current, 60 hertz, single phase, two or three w#e at Company's standard secoeda_y sewlce voltages of 240 vogs or tess.

Basic Facilities Charge:

Plus Energy Charge:
All Kwhrs. @

RATE PER MONTH

$ 8.00

$ 0.10637 perKwhr.

MINIMUM CHARGE

The monthly minimum charge shall be the basic facilities charge as stated above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

FueJ costs of $.03378 per Kwhr. are included In the energy charge and are subject to adjustment by order of the Public Service Commission of South

Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a storm darnage component of $.00038 per Kwhr. for accumulagon of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above wgl be added any applicable sales tax, franchise fee or business license tax which may be assessed by any state or local governmental

body.

PAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

If providing temporary serv!ce requires the Company to lnstag transformers and other fBctlitles which must be removed when temporary service is no

longer required, ken the customer may be required to pay the cost of instalgng and removTng the Company's temporal] fac0i0es.

TERM OF CONTRACT

Contracts shall be written for a pB_;odof time commencing with estabgshment of sew;re and ending when construction is suitable for occupancy or one

year, which Is less. A separate contract shalt be written for each meter at each Iocagon.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and are a part of this rate schedule.

Effective Upon Approval Of The Publi,;

Service Commission Of South Carolina
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OUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

IRRIGATION SERVICE

RATE 11
AVAILABILITY

Thls rate is available to customers uslog the Componys standard ser_ce which Is specified as a sthgle pore of deWery per premises from an existing
overhead distributionsystem, it [s not available for resale. This schedule Is available for se_ce furnished for the operation of etestdc motor driven pumps

• er for the fid abon of farmlands and plant nurseries, and irrigationto provide adequate rno_sturefor vegetative cover to canker
and equipment supplying wet g
erosion and prey;de runoff. The pumping units served hereunder shall be used solely for the purpose of Irngatthn.

All motors of more than 5 H.P. shall be approw_d by the Company. The Company reserves the right to deny sa_lce to any motor which edit he detdmenla to
the service of other euciorners. Upon request, customer may pay all cost associated edifi upg redthgthe system to the point at which starling the customer's

motor wilI not degrade the service to th_ other customers.
CHARACTER OF SERVICE

Alternating Current, 60 hedz. Voltage and phase at the option of the Company.
RATE PER MONTH

L Summer ifionths o{ June-September $ 29.15

A. Basle FacItffles Charge;

B. Energy Charge: $ 0A8811 per Kwhr.
Allon-peakKwhrs.@ $ 0,[1348 perKwhr.

A_shoulder Kwhrs.@ _fi623 per Kwho
All off-peak Kwhrs.@ -- "

fi. Wthter Months of Octohor-ifiay $ 20.15
A. Basic Faeiliges Charge:

B. EnergyCharfie: $ 0._6623 perKwhr.
All Kwhrs.@

MINIMUM CHARGE

The monthly r_nlmum charge shall be the basic facilities charge as thatnd above, except when the revenue produced by the customer does net suf_ciently
support the investment required to serve the load. The Company-will determine in each case the amount and form of payment required to correct the

revenue deficiency.
DETERMINATION OF ON-PEAK SHOULDER, AND OFF-PEAK HOURS

A. On-Peak Hours:

Summer Months of June-Sept ember- • " s.*
The on-peak summer hours are defined as the hours behveen 2:00 p.m:6 00 p.m., Monday Fnday, excied ng he day

8. Shoulder Hours:
Summer Months of June-Sad embe_ • - a " m -10"OO m, Monday-Frlday, excluding

The shoulder summer hours are defined as the hours behveen 10.00 a.m.-2.00 p.m. nd 6.00 p.. • P.

holidays.*
C. Off-Peak Hours:

The off-peak hours In any month are defined as all hours notspecified as on-peak or shoulder hours•

"Holidays are Independence Day and Labor Day
ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03378 per Kwhr. are Included In the energy charge and are subject to adjustment by order of the Public Se_dce Commission of South

Carogna.
STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00038 per Kwhr. for accumulation of a storm damage reserve.
SALES AND FRANCHISE TAX

To the above will be added any appboab[e sales tax, franchise fee or business [thensetax which may be assessed by any state or local governmentalbody.

pAYMENT TERMS

All bglsare net and eqyagIe when rendered.
SPECIAL pROVISIONS

The Company will fumloh ser,tice tn accordance with gs standard specificafions. Non-standard sewice w111be furnishedonly when the customer pays the
difference In costs behveen non-standardserwce and standard servw.e or pays to the Company its normal monthty facifftyshe ga based on such d_fference

n cos s . ads or an art thereof and obtain any other
The Company shall have the dght to instal and opera e special metenng equipment to measure customer's th Y P

data neoessa[y to determine the custhmer*s load characteristics.
TERM OF CONTRACT

Contracts for icstatlations shall be wdfien for a padod of not less than ten (10) years. A separate contract shall be wdttan for each meter at each thcatlon.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and are a part of this rale schedule. Effective Upon Approval Of The Public

Service Commission Of South Ca reline
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

CHURCH SERVICE
RATE 12 (C)

AVAILABILITY

This rate is available to customers using the Company's standard service which Is specl_ed as a single point of del_ve_ per premises from an

existing overhead distdbutlon system for genera} I_ght and/or power service to churches. It is not available for resale or standby service, It is on_y

available to recognized churches.

CHARACTER OF SERVICE

Agernedng Current, 60 bed:z. Voltage and phase at the opbon of the Company.

RATE PER MONTH

Basic Faciilges Cbo rge: $ 10.80

Plus Energy Charge:

- All Kwhrs. @ $ 0.09098 per Kwhr.

MINIMUM CHARGE

The monthly minimum charge shall be the basic faclig_es charge as slated above, provided however, when construction costs exceed four (4)

Umes the estimated annual revenue excluding fuel revenue to bo dedved by the Company, the customer may make a conthbugon tn aid of
constrocgon of the excess cost or pay the Company's standard facitlty rale on the excess construction cost _naddition to the rate charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03378 per Kwhr. are included In the energy charge and are subject to adjustment by order of the Publlc Service Commission of

South Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00038 per Kwhr. for accumutatlon of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above will be added any appI_c_ble sates tax, franchise fee or business license tax which may be assessed by any state or local

governmental body.

pAyMENT TERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

The Company wgl furnish service In accordance with gs standard specJflcat]ons. Under no conditions w]l the Company alIow the service to be
resold to or shared wgh others. Non-standard service will be furnished only when the customer pays the difference in costs between non-steed ard

service and standard service or pays lie the Company its normal monthly facigty charge based on such difference In costs.

When a church offers acgvi_es that, In the sole opinion of the Company, are of a commercial nature such as day care, camps or recreational

actJvtges, the Company may require that the account be served under the appropriate general service rate.

TERM OF CONTRACT

Contracts shall be wdtten for a peEod of not less than five (5) years. A separate contract shall be wdtten for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are Incorporated by reference and are a part of this rate sched u_e.

Effective Upon Approval Of The Public

Service Comm[ssfun Of South Carolina
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OUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

MUNICIPAL

RATE 13 (ML) L_GHTING SERVICE

AVAILABILtTY

• 's s andard service v h_ch ls speci_ed as a single point of delivery per premises from an
• ave]abe omuncgo customers usmg the Company .... b'n strees h" hways, parks and other goblic

Th!s, rate _ L _ ._._.hugon svs era, This includes all mun[ciputly owned and operated faclhbos for tg t_ g , _J

exlsung overne_u u_,. _ co It ls not available for resale or standby sen/re,
areas, or other s_gnal system ser_ .

CHARACTER OF SERVICE

Alternating Current, 60 hart= Voltage and phase at the option of the Company.

RATE PER MONTH

Basic Facilgies Charge: $ 16.50

Plus Energy Charge:

All Kwhrs. @ $ 0.08565 per Kwhr.

MINIMUM CHARGE

The monthly minimum charge chal] be the basic facilities charge as stated above, provlded however+ when constrUct;on costs exceed four (4) gmes the
estimated annual revenue excluding fuel revenue to be dedved by the Company, the customer may make a contdbobon in aid of construction of the

excess cost or pay the Company's standard facility rate on the excess constr_ctlon cost ]neddgJon to the rate charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03378 per Kwhr. are incfuded In the energy charge and are subject to adjustment by order of the Pubfic Service Commission of South

Caroltha.

STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.00038 per Kwhr. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX.

To the above ,Mli be added .any applicable sales tax, franchise fee or business license tax whthh may be assessed by any state or governmental body,

PAYMENT TERMS

All bills are net and payable when rendered.

SPECtAL PROVISIONS

SerVice shall not be supp]ted under this rate for eutab]Ishments of a commercial nature, nor to operations prlmedly non-municipaL Under no

circumstances w=3Ithe Company allow the service to be resold or shared w_thothers,

based on suchThe Company _vfllfurnish sen/co [n accordance with its stand ard spacIficagons, Non-standard service will be fumfsbed only wben the customer pays the

difference in costs between non-standard sen/co and standard serutce or pays to the Company its normal monthly facility charge

diffel'ence in costs.

TERM OF CONTRACT

Contracts shall be wdgen for a period of not less tben ten {1O)years.

GENERAL TERMS AND CONDITIONS

The Company's General Te_ms and Coedi_ns are fucorpora_ed by reference and are a part of this rate schedute.

_al Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

FARM SERVICE

RATE t4

AVAILABILITY

This rate Is available to customers using the Company's standard service which is specified as a sfugte point of delivery per premises from an existing

overhead dlethbugon system on fu rms for producing but not processing agricultural, dairy, poultry and meat products.

Service shall not be supplied under this rata for establishments of a commercial nature such as stores, shops, stands, testa urants, service stations or

any non-farm operations; nor for processing, dlsLdbufingor selling farm or other products not origlnagng through producSon on the premises served.
Motors rated In excess of 20 H.P. wtil not be served on this rate. It is available for farm commercial operagons including IrdgaGon, grain elevators and

crop d_ing fez farm products produced on the premBes served. It Is not available for resata service.

CHARACTER OF SERVICE

Alternating Current, 60 hertz. Voltage and phase at the option of the Company.

RATE PER MONTH

Summer Winter

(Blilthg Months (Billing Months
June_eptember) October-May)

$ 8.00 $ 8.ti0Basic Facliiges Charge:

Plus Energy Charge:

First 800 Kwhfs.@ $ 0.10637 perKwbo $ 0.10637 .per Kwhr.
Excess over 800 Kwhts.@ $ 0.11637 per Kwhr. $ 0.10227 per Kwhr.

MINIMUM CHARGE

The monthly minimum charge shall be the basic facilffIes charge as stated above, provided however, when constnJc00n costs Exceed four (4) t_mes
the estimated annual revenue excluding fuel revenue to ba derived by the Company. the customer may make a contribution in aid of construction of

the excess cost or pay the Company's standard facliffy rate on the excess construction cost in addition to the rate chortles above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03378 POr Kwhr. are included in the energy charge and are subject to adjustment by order of the Public Service CommIsslen of South

Carolina.

STORM DAMAGE COMPONENT

The energy charges above fucIude a storm damage component of $.00038 per Kwhr. for accumulation of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above vdli be added any applicable sales tax, franchise fee or buslness license tax whleh may be assessed by any state and governmental

body.
PAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL pROVISIONS

The Company vdtifurnish service in accordance vAth its standard specifications. Non-slendard service will be fumlshed onlywhen the customer pays
the difference th costs between non-standard sewice and standard service or pays to the Company its normal monthly facility charge based on such

difference in costs.

TERM OF CONTRACT

The contract terms will depend on the condi0ons of servfue. No contract shell be written for a period of not less than five (5) years. A separate

contract shall be wdtten for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and CondltJonsare incorporated by reference and are a part of this rate schedule.
Effective Upon Approval Of The public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

SUPPLEMENTARY AND STANDBY SERVICE

RATE 15 (SS-l)

AVAILABILITY

Avagabta to Small Power Producers and c_enetators that are a Qual_y Facl] fly as defined by the Federal Energy Regutato_y Commission (FERC)

Order No. 70 under Docket No. RM 79-54. This schedule Is not available to Quai_fy_ng Facil_Jes wilh a power production capaelty greater than 100

KW. SUPPLEMENTARY SERVICE
Qualifying Fa cilib/

Supplementary service ts defined hereth as power supplied by the Company to a Qualifying Fac_lRy in addTdon to that which the

generates itself. Supplementary se_ca will be provided by the Company under a retail el_utric service schedule which the customer v It estabhsh in

conjunction with the Implementation of thfs Supplementary, and Standby Sendce rate.
SUPPLEMENTARY SERVICE

• Is defined herein as powel" supp_nd by the Company to a Qualifying FaciSty to replace energy ordthadty

1) Standby sauce under tMs schedule• - • d or unschedu nd outage.
geneandbyaQuail_dngFa¢[litydunngasched, ule r ;--j ----_,.,h_h =btt]ndundera ealietactdcservicescbedutaof theCornpony, lfno

_ _, _,,. mars estabhsthng a nrm oem_-_ _- _,, ,_
2) Standby service Is avmtahle to custo

firm demand ls established by the customer for the purpose of taking Supplementary power, then Standby sauce will be prov_dnd as

• - ' e reta_ e ectdo service schedule ....
Sunn ementarv service and billed on the appbcab]e retail etecLn_ _u, _, ....... t_sted demand, and, (2) the dfffe,_nce between
_15-m nute Inthrval as the minimum or. Dt u_e o_o,_.y

3) Standby se[_dce is definnd for e
the measured load and the con_acthd firm demand_ except that such difference shell not be less than zero•

4) _euta Ser_Ce Is definnd as all power_ any not defined her_th as Standby Serviee_

S) The Standb contract demand shall be Itndtnd to the power production capaci_ of the Qu_

STANDBY SERVICE pOWER RATE PER MONTH

$ 155.00

Sasth Facil_ $ 4.49

_)emand Cha_ per KW of Contract Demand

Energy Charge: $ 0.05251

On-peak K___ $ 0.041 fifi

'-Off*Peak KWH DETERMINATION OF ON-pEAK AND OFF-PEAK HOURS

A. On-Peak Hours: a m - 10 0O p m for the months of June-September, exelnding weekends.
On=peakhours are defined o he tO,00 . . • .

B. Off-peak Hours:
All hours not defined as on-peak hours are consBered to be off-peak•

pOWER FACTOR

The customer must maintain a power factor of as near unity as practicable. If the power factor of the custhmefs iostaltagon falls below 85%, the

Company sha_l adjust the billing demand tha ba sis of 85% power factor
LIMITING PROVISION

The Standby Service power rate vd_l be avagabta for 1325 annual hours of consumption beginning In May and ending In Apd), or for a prorated share

thereof for customers who begin to recewe se_ce In months other than May. Accounts on th_s rate are subject to the futiowlng condition: Standby

service wgl be available for a maximum of 120 On-Peak Hours.

If this- account exceeds" (1) 1325 hours of Standby service annuaIl% or (2) t 20 on*peak hours of Standby sea&co, the account wgl be bfltad on the rate

norrnatly applied to customer's Supplementary serVioe load for the ¢utreut billing month and the subsequent eleven months.

• ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03366 per Kwhr. are included In the energy charge and are subject to adjustment by order of the Publio Service Commiosion of South

Carolina.
STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $ 00008 per Kwhr foe accumula [on of a storm damage reserve

SALES AND FRANCHISE TAX

To the above Will be added any app['_:able sales tax, fiancthse fee or business ]ioense tax whTch may be assessed by any state or local govemmeutal

body" pAYMENT TERMS

All bills are net and payable when rendered.
SPECIAL PROVISIONS

The customer is responsible for all costs associated w_h Interconnecfioa to the Company's system for the purpose of obtaining Supplementary or

Standby power.
TERM OF CONTRACT

Contracts shatl be wdtten fora period of not tess than three (3) years.
GENERAL TERMS AND CONDITIONS

The Company's General Terms and cond fi_ons are incorporated by reference and a part of this rate scSeduta.
_provat Of The public

Service Commission Of South Carolina
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;OUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

GENERAL SERVICE

RATE 16 TIME-OF-USE

AVAILABILITY

This rate Is ava_ ble to any non-residenttsl customer using the Company's standard serv;ce which is specified as a single point of deIivery per premises

from an existing overhead dtstribugon system for power and fight requirements and having an on-peak demand of less than 1,000 KW. The second b_ll[ng
month within a twelve bil_lng month pedod that on-peak demand exceeds 1,00OKW t_]l terminate eligthili_y under this rate schadule. It Is not available for

resets service.

CHARACTER OF SERVICE

Alternating Current, 60 hertz. Voitsge and phase at the option of the Company.
RATE PER MONTH

$ 20.15
L Basic Facilities Charge:

g. Energy Charge:

A. On-Peak Kwhrs. $ 0.18811 perKwhr.

1. Months of June-September $ O.149£,1 .per Kwhr.
2. Months of October-May

g. Off-Peak Kwhrs. $ 0.07916 per Kwhr.

First 1,000 off-peak KV,'hrs. @ $ 0.083/4 p_r Kwhr.
-_cess over 1,000 off-peak K_hrs. @

DETERMINATION OF ON-PEAK HOURS

A, On-Peak Hours:

June-September: ed as the hours between 1 00 p m 9"00 p m, Monday-Friday, excluding holidays *The on-peak summer hours are defth • ' " " " ' " "

October-May: those hours between 6 0O a.m.-I O:00 a.m. and 6:00 p.m,-lth00 p.m.
The on-peak nomsummer hours are defined as

Monday-Friday, excluding hofidays.*

B. Off-Peak Hours:
The off.peak hours In any month are defined as all hours not specified as on-peak hours.

• Holidays are: Nmv year's Day, Memodal Day, Independence Day, Labor Day, ThanksgMng Day and Christmas Day
MINIMUM CHARGE

The monthly rnlnimum charge shed be the basic facilities charge as stated adove, provided however, when construcfioncosts exceed four (4) times the
revenue exceeding fuel revenue to be derived by the Company, the customer may make a contdbofion In aid of construction cost in

estimated annual

add_0on to the rate charges above. ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03378 per Kwhr. are th_luded in the energy charge and are subject to adjustment by order of the Public Service Commlss}on of South

Carofina.. STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.00038 per Kwhr. for aecumuts'don of a storm damage reserve. "
SALES AND FRANCHISE TAX

To the above _ll be added any appllcable sales tax, franchise fee or buSineSS license tax whlch may be assessed by any state or local governmental

body. POWER FACTOR

]f the power factor of the customer's installation falls below 85%, the Company may adjust the billing to a basis of 85% power factor.
PAYMENT TERMS

All bills are net and payable when rendered,
" SPECIAL PROVISIONS

The Company will furnish service In accordance with Its standard specifications. Non-standard service _fi be furnished only when the customer p_ys the
difference In cos s l?etween non-standard sewlce and standard service or pays to the Company its normal monthfy facfilty charge based on such

difference in costs,
TERM OF CONTRACT

The contract terms will depend on the condifiens of se_ce. Contracts for Installa0ons of a permanent nature shall be written for a pedod of not less than

one (1) year. A separate con_-act shall be _tten for each meter at each Iocafion.
GENERAL TERMS AND CONDITIONS

The Company,s General Terms and Condigons are ]nc°rp°mtsd by reference and are a part °f thls rate schedule" Effective Upon Approval Of The Public

-- Service Commission Of South Caro]ina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

GENERAL SERVICE

RATE 19 _ CONCURRENT DEMAND
TIME-OF-USE

. (page 1 of 2)

AVAILABILITY

..... n,_s disCretion, o a maximum of 10 business en_ftes using the Company's standard electdo service. Each business
This rate is available at the _ompd y
entity shall be comprised of at least 2 non-contiguous premises having a tote[ combined con tract demand of at least 1,000 KVA. [n eddti_n, each

• subs_dades operagng as a sepera e _o peration or pahnershtp. Tl_e indMdualpremises shall have a minimum contract demand of 50 KVA. A business entity is defined as a singte corporation, parteershlp, or ledlvidual owner, This
bte for Indlv[dua franchise units of a business, not for ..... .,A. ,._ _aftems common to the industry in whinh the entity

rate Is not amelia . • ossess similar charac_ensgcs a=puJuJJ_= _,
premises which compese the business entity shoukl p assodation or simtiar organ 1zation solely in an aftempt to qua]i_ for service
does business. This schedule ls not _vallabte to entities which form an
under this rate. The Company reserves the dght to make a final determthation on what constitutes a business entity as weti as the premises making up

that entity. This rate is not available for residential customers or resale servine,

Servfce under this rate schedule Is dependent on the Company procuring and inste]lthg neCesSary metering equipment and may not be avatiab}e to

premises where multiple delivery points on contiguous prope_es are not currently combined under contract

CHARACTER OF SERVICE

Alternating Current, 60 hertz, three phase metedng at the delivery voltege which shall be standard to the Company's operation.
RATE PER MONTH

I. The Divarslty Charge will be corn puted util_Jng actual data or modeled usthg available sample data from similar entities. Once actual date ts avatiabla
for a twelve month period, the Diversity Charge vdlI be reviewed and may be adjusted. The DiVersity charge wilt not b_ less than zero. The Diversity

Charge w_llbe computed according to the fotlowlng formula:

Diversi[y Charge = AC1 -AC2
12

Where AC1 = Annual Cost Under Current Rate(s)

AC2 = Annual Cost Projected Under ConCurrent Rate

$ 1--55.00. per Premises
ti_asfc Facilities Charge:

tih Demand Charge:

A. Concurrent On-PeakBti]teg Demand

t. SummerMonthsofJune_eptemhar@ $ 19.15 perKVA

ti._o-n:sum_Eof Ooioher'M;_@ _ 1--2._2_po_KVA

a. Concurrent Off-Peak Btilteg Demaed
3.55. per KVA

1 AtiOff-PeakB ngDeman_ $ ....

IV. Energy Charge:

A. On-Peak Kwhrs.

1. Summer Months of June-September @ $ 0.07631 per Kwhr.

2. -No mSmSummer_Monthsof October'M_aY @ $ 0.05251 per Kwhr-

B. Off-Peak Kwhrs.
$ 0.04158 perKwbr.

1. All Off-Peak Kwhrs. @ -- -- "

BILLING DEMAND

The concurrent billteg demand for the entity w_l be the maximum integrated 15 minute concurrent demand which may be on a rotiing time Interval for all

the premises' metedng points during the calendar month.

For the summer months, the concurrent on-peak billing demand shati tie the rnaxhaum Integrated fifteen minute concurrent demand measured dudng

the on-peak hours of the current month, minute
For the non-summer months, the concurrent on-peak billing demand will be the greater of: (1) the maximum integrated fifteen concunent
demand measured during the on-peak hou s of the cur_eat month, or (2) eighty percent (80%) of the maximum tetegratnd concurrent demand occurring

during the or_peak hours of the preceding months.

The concurrent off-peak billing demand shall tie the greatest of the following positive differences: (1} the maximum integrated fifteen mthute concurrent
demand measured during the off*peak hours minus the on-peak btiting demand, (2) the contract demand mteus the on-peak bti;ing demand, or (3) 50

KVA per premises mln us the on-peak biIling demand. _proval Of The public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

GENERAL SERVICE

RATE 19 CONCUR'RENT DEMAND

TIME-OF-USE

(Page 2 of 2)

DETERMINATION OF ON-PEAK AND OFF PEAK HOURS

A. On-Peak Hours During Summer Months:

June-September: defined as the hours between 1"00 p m -9 00 p m, Mend ay-Fdday, excindmg hofidays *The ons_eak summer hours are " ' "

13. On-Peak Hours During Non-Summer Months:
• s*

May and October. ours between 1:00 p.rn.-9;00 p.m., Moeday-Fnday, excluding hofiday .
The on-peak non-summer hours are defined as the h

Noveml_er-Apdl:
Thpeak non-summer hours are detined as the hours between 6:00 a.m.-12:00 noon and 6:00p.m.-9:O0 p.m., Monday-Fnday,

• s*excludiog holiday .

C. Off-Peak Hours:
The off-beak hours in any month are defioed as all hours not specftled above as on-peak hours.

• Holidays are: New Year's Day, Memorial Day, Independence Day, Labor Day, ThanksgMng Day and Christmas Day.

ADDITION OR REMOVAL OF A PREMISES

An additional premises may be added subsequent to the ggtial five (5) year contract without an ioc_ease in the diversity charge if the entity extends

the existing concurrent contract so that the term extends five {5) years after the addition of the new premises. A premlses existing at the time that

the entity initiaIiy elects to take service under this rate schedule may be added vdthout an extension in the concurrent contract term; however, there........... _ _._ °vt_tln_ nremlses is added f an envy wants to terminate ser_ce to a premises under this
witi be an Increase in the otverslty cnarge _ =_- _-_- ...... = _--
rate schedule and the same _Jmedoes not add another premises which includes an extension of the contract term, the Company will determine the

appropriate termination charge- Nternatlvety, if the entity adds an addtiional premises and prefers not to extend the contract term, the diversity
charge will Increase accordingly end the enSty agrees to reimburse the Company for the total cost of connectisn to the Company's system if seneca

to the new premises is terminated within five (5) years of the service d'ate.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03366 per Kwhr. a re included In the energy charge and are subject to adjustment by order of the public Service Commission of South

Carolina.
STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00022 par Kwhr. fur accumulation of a storm damage reserve.
BILLING AND pAYMENT TERMS

Bfl_s will be cafculated on a monthly basis. Each premises will receive an iodNidual Information bil_ and the entity will receive a combined bib

summarizing sll of the premises, Atl payments, as weti as any credit and collection achilles, will be at the entity level. All bills are net and payable

when rendered.
SALES AND FRANCHISE TAX

For each premises served under this rate, any applicable sales tax, franchise fee or business license tax which may be assessed by any state or

local governmental body, will be added to the monthly bill..
METERING

SerViCe under this rate will be provided only after the Company procures and installs at each premises metedng whish has [nterval data capabilities

to allow for the aggregation of demand for each 16 minute intewal in the billing period. Each entity may be required to contribute to the cost of

metedng iostal]ed by the Company to qualift/for service under this rate. In addison, the entity must provide a dedicated phone llne at each metering

potht. TERM OF CONTRACT

The contract terms will depend on the conditions of 'sendce above. NO contract shall be v_dften for a pednd of less than five (5) years. A master

contract shall be wdtion to include afi premises amended as premises are add ed or deleted.

SPECIAL pROVISIONS

The Company will furnish service in accordance with its standard specltica0ons. Non*standard service _ti be furnished only when the customer pays
the difference In costs bebveen non-standa rd serViCe end standard sendoe or pays to the Company Its normal monthly facility charge based on such

difference In costs•
GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are Incorporated by reference and ere a part of this rate schedule. !
"----'-----"--'_ecttye Upon A_

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

MEDIUM GENERAL SERVICE

RATE 20

AVAILABILITY

This rate Is evadable to any non-residential cuslomer using the Company's standard service for power and light requirements and having a contract

demand of 75 KVA or over. 5t is not availebte for resale sol vice.

CHARACTER OF SERVICE

Alternating Current, 60 hertz, three phase, metedng at the delivery voltage which sh_ll be standard to the Company's operation.

RATE PER MONTH

Demand Charge: $ 1,260.50

First75KVAofBimn Demand $ 14.94 perKVA
Excess over 75 KVA of Bl]lthg Demand @

The bllltng demand (to the nearest whole KVA) shall be the greatest of: (1) the maximum integrated fifteen minute demand measured (whlch may be
on a rotgng time Interval) dudng the current month; or (2) eighty percent (80%) of the highest demand occurring during the bililng months June through

her th the eleven p ecedthg months; or (3} sixty percent (60%) of the highest demand occurdng during the blliing months of October through
Septem .... ,"s'or 4'Ohecontrac demand or 5)75KVA.
May n he eioven preceolng mu+,_,

Plus Energy Charge:
$ 0.04594 perKwhr.

First75,000 $ 0.04360 perKwbo

Excess over 75,000 MINIMUM CHARGE

ls the demand as de ermined above. The Company may allow a buddup periOd not to exceed six months for new end
The month y minimum charge
expanding accounts dudng which t_methe contract demand andfur the minimum demand specitied In the rate schedule may be watved. The Company
shall not commit itself to a buildup peded exceeding six months without prior approval of the Commission for the specil_e account lnvotved.

ADJUSTMENT FOR FUELAND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03366 per Kwhr. are Incleded In the energy charge and ate subject to adjustment by order of the PubliO Service Commission of South

Carolina.
STORM DAMAGE COMPONENT

The energy charges above InClude a storm damage component of $.00022 per Kwhr. for accumutatJon of a storm damage reserve.

SALES AND FRANCHISE TAX

To the _bove will b8 added any applicable sales tax, franchise fee or business license tax whioh may be assessed by any state or local governmental

body. PAYMENT TERMS

All bills are net and payable when rendered.
SPECIAL pROVISIONS

The Company vdfl fumioh service in'accordance with its standard specifications. Non-standard service will be furnished only when the customer pays
the difference In costs betvceen non-standard service end standard service or pays to the Company its normal monthly facility charge based on such

difference In costs.
TERM OF CONTRACT

The contract terms witl depend on the conditions of service. No contract shall be written for a peded of less the n tire (5} years.

A separate contract shall be written for each meter.
' GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and a part of this rate schedule.

Service Commission Of South Carolina
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;OUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

GENERAL SERVICE

RATE 21 TIME-OF-USE-DEMAND

(page I of 2)

AVAILABILITY

Th_s rate is available to any custerner using the Company's standard service for power and light requirements and having a contract demand of 50 KVA and

a maximum demand of Iess than 1,000 EVA. It Is not available for resale service.

CHARACTER OF SERVICE

Afiemating current, 60 hertz, three phase, metering at the dellvery vofiago which shot] be standard to the Company's operation.

• RATE PER MONTH

$ 155.00
I. Basic Facilities Charge:

It, Demand Charge_

A. On-Peak Bfiing Demand:

1. Summer Months of June_eptember @ $ 19.15 .per EVA

2. Non-Summer Months of October-May @ $ 12.72. per EVA

B. Off-Peak Billing Demand

1. All Off_Pe_k Billing Demand @ $ 3.56. per EVA

111.Energy Charge:

A. On-Peak Kwhrs.

1. Summer Months of June-September @ $ 0.07631 .per Kwhr.

"2. Non-Summer Months of October-May @ $ 0.05251. per Kwhr,

B. Off-Peak Kwhrs.

1. All Off-Peak Kwhrs. @ $ 0.04158. per Kwhr.

BILLING DEMAND

The'billing demands '_ be rounded to the nearest wbele KVA. The maximum Integrated fifteen minute demand for any period may be record ed on a roiling

gin8 n ewa

For the summer months, the on-peak billing demand shall be the max mum ntegra ed f_een minute demand measured dudng the on-peak hours of the

current month, tum inte rated fifteen minute demand measured during the on-
For the non-summer months, the on-peak blIling demand will be the greater of: (1) the max m g
peak hours of the current month, or (2) eighty percent (80%) of the maximum Integrated demand occurring dudng the on-peak hours of the preceding

summer months. - • - ""e followln _ _-,sfi_ve d fferences' (1) the maximum integrated f_een minute demand measured dudng
The off-peak billing demand shall be the greates_ m u_ v _'-
the off-peak hours minus the on-peak bIIfing demand, (2) the contract demand minus the on-peak blIling demand or (3} 50 EVA minus the on-peak billing

demand,
DETERMINATION OF ON-PEAK AND OFF-PEAK HOURS

A. On-peak Hours During Summer Months:

June-Sag ember:. O m Monda Feday, excluding holidays *
Theon_peaksummerhoursaredefinedasthebeursbetweenl:00p.m.-9:0 P"., y-

B. On-Peak Hours During Non-Summer Months:
• S*May and October:. - 9" Monde -Fdda , excluding hol!day .

The on-peak non-summer hours are defined as the hours between 1.00 p.m.- .00 p.m., y Y

November-Ape3:
The on-peak non-summer hours are defined as these hours be_*een 6:00 a.m.-12:00 noon and 5:00 p.m.-9:00 p.m.,

Monday-Friday, excludteg holidays.*

0. Off-Peak Hours:

The off-peak hours in any month are defined as all hours not specified as on-peak hours.

• Holidays are: New Year's Day, Memodal Day, Independence Day, Labor Day, ThanksgMng Day and Christmas Day

Effectfve Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

GENERAL SERVICE

RATE 21 TIME.OF-USE-DEMAND
(Page 2 Of2)

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel co sts of $.03366 per Kwhr. are Inctuded In the energy charge and are'subject to adjustment by order of the Public SerVice Commission

of South Carolina.

STORM DAMAGE COMPONENT"

T he energy charges above Include a storm damage component of $.00022 per Kwhr. for accumulatinn of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above wgl be added any app_cable sales tax, french se fee or business I_cense tax which may be assessed by any state or local

governmental body.

pAYMENT TERMS

All bills are net and payable when rendered.

SPECIAL pROVISIONS

The Company will furnish sew;ce [n accordance _th Its standard speciffcabons. Non-staedard serv;ce will be furnished only when the
customer pays the difference In costs between nort-staederd service and standard service or pays to the Company its normal monthly

facility charge based on such difference In costs.

TERM OF CONTRACT

The contract terms will depend on the condibons of smMce. No contract shall be written for a period less than five (5) years A separa e

contract shall be wdtten for each meter at each Iocabon.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Coedit_ons are incorporated by reference and a part of this rate schedule.

_blic

Service Commission Of South Carollna
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

EXPERIMENTAL PROGRAM - GENERAL SERVICE

RATE 21A TIME-OF-USE-DEMAND

(Page 1 of 2}

AVAILABILITY

This rate is available on a voluntary "first come, 6rst serve" basis to the first 250 Rate 20 customer accounts and any Rate 21 customer account that

qua fify under the prov_sions of the sfipulafion approved by the South Carolina Public Service Commission in Docket #2002-223-E order No. 2003-38 dated
January 31, 2003. This rate will bB closed after the initial per6c_pent gro up Is established, except there wig be 25 addglonal cuslome r accounls that wfil be
allowed to pe_cTpate on a "first come first serve' basis for new facil_es constructed by customers in the Initial per6clpant group and as provided for in the

sfipula0on as referenced above. The sfipulahon referenced above shall provide guidance as to any issue regarding ava8abllity on this rate. It Is not

available for res_le so.ice.

CHARACTER OF SERVICE

Afternafing current, 60 hertz, three phase, metedng at the delivery voltage wMch shoII be standard to the Company's operafion.

RATE PER MONTH

I. Basic Facilities Charge:

11.Demand Charge:

A, On-Peak Bffing Demand:

1. Summer Months of June_eptember @
2. Non-Summer Months of October-May @

B. Off-Peak 8ilfieg Demand

1. Atl Off-Peak BfiIIng Demand @

]11.Energy Charge:

A. On-Peak Kwhrs.

I. Summer Months of June-September @

2. Non-Summer Months of October-May @

8. Off-Peak Kwhrs.

1. All Off-Peak Kwhrs. @

$ 155.fi0

$ 18.38 per KVA

$ 11._per KVA

$ 3.56perKVA

$ 0.07209 perKwhr.

$ 0.04973 ,per Kwhr.

$ 0.03948 .per Kwhr.

BILLING DEMAND

The bilfing demands will be rounded to the nearest whole KVA. The maximum integrated fifteen minute demand for any period may be recorded on a

roiling fime Interval.
For the summer months, the on-peak bfi0ng demand shall be the maximum Integrated fifteen minute demand measured dudng the on-peak hours of the

current month. - " eater of: 1 the max mum Integrated fifteen minute demand measured during the on.
For the non-summer months, the on-peak bilfing demand w_8be the gr ( )
peak hours of the current month, or (2) eighty percent (80%) of the maximum thtegrated demand occurrin0 during the on-peak hours of the preceding

Thin onff-rpemacktb_;;n g demand shall be the greatest of the followlng posidve differences: (1)the maximum integrated fifteen minute demand measurnd dudng

the off-peak hours minus the on-peak b8fing demand, (2) the contract demand minus the on-peak billing demand or (3) 50 KVA minus the on-peak bfiling

demand.
DETERMINATION OF ON-PEAK AND OFF-PEAK HOURS

.A. On-Peak Hours During Summer Months:

June_eptember: - ' s *
The on-peak summer hours are defined as the hours between 1:00 p.m.-th00 p.m.. Monday-Fnday, excluding hol day .

B. On-Peak Hours During Non-Summer Months:

May and October:
The on-peak non-summer hours are defined as the hours between 1.00 p.rn.-9:O0 p.m., Monday-Friday, excluding he days *

November-ApEh
The on-peak non-summer hours are defined as these hours between 6:00 a.m.-12:00 noon and 5:00 p.m.-9:00 p.m..

• S*Monday-Fnday, excluding holiday .

C. Off-Peak Hours:

The off-peak hours In any month are defined as all hours not specified as on-peak hours.

"Holidays are: New Year's Day, Memndal Day. Independence Day, Labor Day, Thanksgiving Day and Chdstma s Day

Effective Upon Approval Of The Public

Service Commission Of South Carolina
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_OUTHCAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

EXPERIMENTAL pROGRAM - GENERAL SERVICE

RATE 21A TIME.OF-USE-DEMAND

(Page 2 of 2)

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03366 per Kwhr. are inc uded In the energy charg e and.are sublect to adjustment by order of the Public service Commission of South Carolina.

STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.00022 per Kwhr. for accumulation of a storm damage resewe.

SALES AND FRANCHISE TAX

To the above will be added any applicable sales tax, franchise fee or business license tax which may ba assessed by any state or local governmental body.

pAYMENTTERMS

All bills are net and payable when rendered.

SPECIAL PROVISIONS

The Company will furnish service In accordance with its standard specifications. Nan-standard service will be furnished only when the customer pays the
difference in costs between non-standard smMce and standard service or pays to the Company its normal monthly facility charge based on such difference tn

costs.

TERM OF CONTRACT

The contract terms will depend on the coedittons of service. The contract for this expedmental program shall be wdtten for a period of 48 months as provided for

in the stipulation approved by the South Carolina Public set_4ce Commission th docket NO. 2002-223-E, order No. 2003-38 dated July 31, 2003. A separate

contract shall be wdtten for each meter at each location.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Cond_ons are incorporated by reference and a part of this rate schedule.

_val Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

SCHOOL SERVICE

RATE 22 (S)
AVAILABILITY

Th_s rat_ is available to customers using thB Company's slar_lard sewlce which is specified as a single point of de,Ivory per premises from an extsUng
overhead distribution system for general 119htand/or power service to schools. It _snot awgable for resale service. It [s only avagable to recogntzed non-

boarding schools with up through grade twelve.

CHARACTER OF SERVICE

AtiemaUng Current, 60 hertz. Voltage and phase at the opgon of the Company.

RATE PER MONTH

BasTeFaciliges Charge:
$ 10.80

Plus Energy Charge:

First 50,000 Kwhrs.@ $ 0.09309 perKwhr.

Excess over 50,000 Kwhrs.@ $ 0.10694 perKwhr.

MINIMUM CHARGE

The monthly mthhaum charge shall be the has_c faciliges charge as stated above, provided however, when constmcgon cosls exceed four (4) times the
esgmated annual revenue excluding fuel revenue to be derived by the Company, the customer may make a contribution In aid of construcgon of the excess

cost or pay the Company's standard facility rate on the excess construction cost tn add_on to the rate charges above.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03378 per Kwhr. are Included in the energy charge and are subject to adjustrnenl by order of the Pubtic Service Commlssthn of South

Carolina.

STORM DAMAGE COMPONENT

The energy charges above include a storm damage component of $.00038 per Kwhr. for accumulagon of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above wit_be added any applicable sales tax, franchise fee or buslness license tax which may be assessed by any state or local governmental body.

PAYMENTTERMS

All biIls are net and payable when rendered.

SPECIAL pROVISIONS

The Company vdll furnish service in accordance w_th Its standard specificaIJons. Under no condigons _11 the Company allow the service to ha resold to or
shared with others. Non-standard service vn'Ube furnished only when the customer pays the difference in costs behveen non-standard service and standard

service or pays to the Company Its normal monthly facmly charge based on such difference In costs.

When a school offers acttvlttes that, th the sole opinion of the Company, are of a commercial nature such as day care, camps or recreational actMties, the

Company may requ0e that the account be served under the appropdate general service rate.

TERM OF CONTRACT

Contracts shatl be wrgten for a pedofl of not less than five (5) yeats. A separate contract shaf] be twitten for each meter at each Iocagon.

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Condigons are Incorporated by reference and are a part of this rate schedule.

Effective Upon Approval Of The Publ;,,

Service Commission Of South Ca rolir=u



Second Revised Exhibit N (Exhibit No. __ (KRJ-4))
Page 27 of 31

SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

INDUSTRIAL POWER SERVICE

RATE 23

AVAILABILITY

This rate ls availeble to any customer classified in the major ledustrfal group of manufacturing with 10-14 or 20-39 as the first two digits of the
Standard Industrial Clessificaficn or 21 or 31-33 as the first two digits of the six digit No0"h Amedcan lndusby C]assiflcedon System using the

Company's standard seedce for power and I_ght requlremenle and having a contract demand of 1,000 KW or over. It is not available for resale

seedce.

CHARACTER OF SERVICE

Alternating Current, 60 hedz, three phase, metering at the delivery votthge which shell be standard to the Company's operation,

RATE PER MONTH

Demand Charge:

First 1,000 KW of Billle_ Demand $ 13,600.00

Excess over 1 0()0 KW of B_ltthgDemand @ $ 12.20 perKW

The blIIthg demand (to the nearest _ole KW) shall be the greatest of: (1) the maximum Integrated fifteen minute demand measured (whleh may be
on a rolllqg lime Intenral) dudng the current month; or (2) eighty percent (80%) of the highest demand occurring dudng the billing months of June

t_rou h September n the eleven preceding months; or {3) sbcty (60%) of the hlghest demand occurring during the bitting months of October through
g -A^dle- months; or (4) the contract demand; or (5) 1,000 KW.

May In the e even pr_=

The customer shall mathtath a power factor of as near unity as practicable. If the power factor of the customer's i_stalletlen falfs below 85%, the

Company wgl adjust the billing demand to a basts of 85% power factor.

Plus Energy Charge: $ 0.04216 per Kwhr.

NI Kwhrs. @
DISCOUNT

A discount of $0.66 per KW of bitgng bema nd vd_lbe allowed when the service is supplled at a dd/ivefy voltage of 46,000 volts or higher.

MINIMUM CHARGE
" d

The monthly m_nlmum charge is the demand as determined above. The Company may allow a buildup peded not to exceed six months for new an

expanding accounts during whleh t_me the contract demand andor the mthlmum demand specified in the rate schedule may be waived. The
Company shall not commit itself to a buildup period exceeding six months without prior approval of the Commthslen for the specific account involved,

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03335 per Kwhr. are [nclnded [n the energy charge and are subject to adjustment by order of the public SerVlee Commission of South

Caroltha.

STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.00006 per Kwhr. for accumuleUon of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above wilt be added _ny applicable sales tax, franchise fee or business ticense tax whleh may be assessed by any state or local governmental

body.
PAYMENT TERMS

All bille are net and payable when rendered.

SPECIAL PROVISIONS

The Company w_l furnleh service In accordance vdth its standard specifi agons. Non-sta ndard servlee _11 be furnished only when the customer pays

the difference In costs between non-standard service and standard servk:e or pays to the Company its normal monthly faciIity charge based on such"

difference tn costs.

TERM OF CONTRACT

The contract terms vdl] depend on the coedltlons of seedce. No contract shall be wdtten for a pednd less than five (5) years, A separate contract shall

be written for each mater at each location.

" GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are Incorporated by reference and a pad of this rate schedule.
"_'E_ct_ve Upon Approval Of The Public

Service Commission Of South Caro[[na
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
ELECTRICITY

LARGE GENERAL SERVICE

RATE 24 TIME-OF-USE

(Page I of 2)

AVAILABILITY

This rate Is available to any customer using the Company's sta eda rd servlce for power and fight requirements and having a contract demand of 1,090 KW

or over. It is not available for resale service.

CHARACTER OF SERVICE

Attemagng Current, 69 hertz, three phase, metedng at the delivery voltage which shall be standard to the Company's operation.

RATE PER MONTH

L Basic Facilities Charge: $ 1,400.00

II, Demand Charge:

A. On-peak Billing Demand
1. Summer Months of June-September @ $ 14.97 perKW

2. Non,Summer Months of October-May @ $ 10.49 per KW

B, Off-Peak BillingDemand
I. AJ[Off-Peak BillingDemand @ $ 4.49. per KW

nL Energy Charge:

A, On-Peak Kwhrs.
1. SummerMonthsofJune=September@ $ 0.06948 perKwhr.

2. Non-Summer Months of October-May _ $ 0.04884 per Kwhr.

B. Off-peak Kwhrs.
1. All Off-Peak Kwhrs. @ $ 9.03880. per Kwhr.

BILLING DEMAND

The billing demands wlil be rounded to the nearest whole KW. if the pewer factor of the customer's current month maximum Integrated fifteen minute KW
demand for the on*peak and off-peak dine pededs are less than 85%, then the Company wfi] adjust same to 85%. The maximum integrated fifteen minute

demand for any period may be recorded on a rolling time interval

For the summer months, the on-peak bli[thg demand shall be the maximum Integrated fifteen minute demand measured dudng the on*peak hours of the

current month.

For the non-summer months, the on*peak bfifing demand wlil be the greater of: (1) the maxtmum integrated fifteen minute demaed measured dudng thB on-

peak hours of the current month, or (2) eighty percent (80%) of the maximum integrated demand occurho9 dudng the on-peak hours of the preceding

summer months.

The off*peak bg0ng demand shall be the greatest of the following positive differences: (1) the maximum thtegrated fifteen minute demand measured during

the off-peak hours minus the on*peak bfilthg demand, or (2) the contract demand minus the on*peak bifiln9 demand, or (3) 1,000 KW" minus the on-peak

billing demand.

DISCOUNT

A discount of $0.60 per KW of on:peak and off-peak billing demand will be allowed when the sewlce Is suppfied at a defivery vogage of 46,900 volts or

higher.

DETERMINATION OF ON-PEAK HOURS

A. On.Peak Hours During Summer Months:

June-September:
The on*peak summer hours are defined as the hours between 1:09 p.m.-9:00 p.m., Monday-Friday, excluding holidays.*

B, On-Peak Hours During Non-Summer Months:

May and October,
The on-peak non-summer hours are defined as the hours bebeeen 1:00 p.m.-9:00 p.m., Monday-Frlday, excluding ho0days.*

November-April:
The on-peak non-summer hours are defined as those hours between 6:00 a.m.-12:00 noon sed 5:00 p.m.-g:o0 p.m,,

Moeday-Fdday, excluding holidays.*

C. Off-Peak Hours:

The off*peak houm in any month are defined as aft hours not specified as on-peak hours.

*Holidays are: New Year's Day, Memorial Day, independence Day, Labor Day, ThanksgMng Day and Chdstmas Day.

Effective Upon Approval Of The Publ;,

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRICITY

RATE 24

LARGE GENERAL SERVICE

TIME-OF-USE

(Page 2 of 2)

MINIMUM CHARGE

The monthly mlnlmum charge is the demand as determined above. The Company may atlew a holdup petted not to exceed six months for new

and expendleg accounts during which gme the contract demand and/or the minimum demand specified In the rate schedule may be waived. The
Company shall not commit itself to a bulldup per_od exceeding slx months without prior approval of the Commission for the specific account

Involved.

ADJUSTMENT FOR FUEL AND VARIABLE ENVIRONMENTAL COSTS

Fuel costs of $.03335 per Kwbr. are Included in the energy charge and are subject to adjustment by order of the Public Ser_4ce Commission of

South Carolina.

STORM DAMAGE COMPONENT

The energy charges above Include a storm damage component of $.00008 per Kwhr. for accumuiagon of a storm damage reserve.

SALES AND FRANCHISE TAX

To the above wit[ be added any appI_cable sales tax, franchise fee or business ticense tax which may be assessed by any state or Ioc.81

governmnetel body.
pAYMENT TERMS

All bills are net and payable when tendered.

SPECIAL PROVISIONS

The Company v/ill furnish service in accordance w_thits standard speclficagons. Non-standard service will be furnished only when the customer

pays the difference in costs betWeen non-standard service and standard service or pays to the Company its normal monthly facility charge based

on such difference in costs.
TERM OF CONTRACT

The contract terms will depend on the coedit_ons of service. No contract shall be wdtten for a pedod of less than five (5) years. A separate

contract shall be wdffen for each meter at each lecatlon.

GENERAL "I-ERMS AND CONDITIONS

The Company's General Terms and CondgJons are thco_perated by reference and a part of this rate schedule.

_Upon Approval Of The Public

Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRIC CONTRACTED RATES

Name of Customer

State Line Accounts*

Rate

23

U, S. Department of Energy

Savannah River Operations

Base Contract Demand Charge:

Basic Facility Charge

First 20,000 Kw

$ 1,400.00

$ 10.37 perKW

Excess over 20,000 Kw $ 12.20 perKW

Energy Charge:

All KWhr. @ $ 0.04216 perKWhr.

INTERNATIONAL PAPER

Eastover Mills

Economy Power Rate

Standby Power Rate

Administrative Charges:

On-Peak Ener Char e:

Fuel cost of highest cost generation
unit or purchased power (other than

cogeneration ) plus

Off-Peak Ener Char e:

Fuel cost of highest cost generation

unit or purchased power (other than
cogeneralfon) plus

Excess Demand Charge:

Demand Charge.'.

On-peak June-September
On-peak October-May
Off-peak

$ 1,400.00 permonth

$ 0.01099 perKWhr.

$ 0.00605 perKWhr.

$ 17.50 perKW

$ 0.32449 per KW/Day
$ 0.17688 perKW/Day
$ 0.12789 per KW/Day

Enerqy Charge_

Same as that for Economy Power above

Excess Demand Charge: $ 17.50 perKW

Effective Upon Approval Of The Pubfi¢
Service Commission Of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

ELECTRIC CONTRACTED RATES

INTERNATIONAL PAPER - continued

Maintenance Power Rate Demand Charge:

Energy Charge:

Company Provided KVAR

$ 0.38137 per KW/Day

$ 0.04216 perKwhr.

$ 0.14773 per KVAR

Montenay Charleston Recovery Inc

Standby Power Rate

Maintenance Power Rate

Facility Charge: $

Demand Charqel

First 1325 hours of standby sewice $
Excess over 1325 hours of standby ser_ce $

1,400,00 per Month

5.49 .per KW
12.20 perKW

On-peak $ 0.04937 per Kwhr.

Off-peak $ 0.04216 per Kwhr.

Demand Charge: $ 0.27676 per KW/Day

Energy Charge: $ 0.04216 per Kwtm

Contracted lighting, signal and

roadway gghting, etc.

* After contractual (1925 and 1955) adjustments

Nego_atedContmcts

Note; (1) Fuel costs of $.03335 per KWhr are Included in the Energy Charge and subject to adjustment by order of the
Public Service Commission of South Carolina.

(2) The Energy Charges above thc_ude a storm damage component of $.00008 per KWhr for accumulation of a

storm damage reserve except contracted lighting, including signal and roadway lighting, which is $,00152 per

KWtm

Effecgve Upon Approval Of 7ne Publlu

Service Commisslon Of South Carolina



BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2008-196-E - ORDER NO. 2009-218

APRIL 21, 2009

IN RE: Combined Application of South Carolina ) ORDER DENYING

Electric & Gas Company for a Ce_lificate of ) PETITIONS

Environmental Compatibility and Public )

Convenience and Necessity and for a Base )
Load Review Order for the Construction and )

Operation of a Nuclear Facility in )

Jenkinsville, South Carolina

I. INTRODUCTION

This matter comes before the Public Service Commission of South Carolina

("Commission") on Petitions for Rehearing and/or Reconsideration of Commission Order

Nos. 2009-104 and 2009-104(A) l related to the Base Load Review Application submitted

by South Carolina Electric & Gas Company ("SCE&G" or "the Company"), which were

filed by Friends of the Earth ("FOE"), the South Carolina Energy Users Committee

("SCEUC"), and Mr. Joseph Wojcicki ("Mr. Wojcicki "). The Petitions are denied, for

the reasons stated below.

II. FOE PETITION

With regard to the FOE Petition, the allegations of error are generic for the most

part, simply stating that this Commission en'ed in approving the SCE&G Base Load

Review Act Application where there was an alleged failure of the Company to meet its

burden of proof under the provisions of the Utility Facility Siting and Environmental

1 This Commission initially issued its final order, Order No. 2009-104, in this Docket on February 27,

2009. On March 2, 2009, the Commission issued Order No. 2009-I04(A) which corrected certain

typographical or scrivener's errors.

ff eE VED APR2 1009
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Protection Act, S.C. Code Ann. Section 58-33-10, et. seq. ("the Siting Act"), and the

Base Load Review Act, S.C. Code Ann. Section 58-33-210, et. seq. ("the Base Load

Review Act"). In general, we reaffirm the explanations and reasoning found in Order

No. 2009-104(A) in response to these allegations, since we thoroughly explained our

findings on most of the points raised by FOE. However, we believe that various

paragraphs in the FOE Petition merit individual explanation.

1. Due Process

In Paragraph 1 of the FOE Petition, FOE alleges that the Base Load Review Act

on its face and as applied in the Order deprives FOE and all other taxpayers of their

property without due process of law in violation of the United States and South Carolina

Constitutions. FOE raises this issue for the first time in its petition. There is nothing in

the record indicating that FOE has raised the issue of the constitutionality of the Base

Load Review Act for a decision by this Commission before Order No. 2009-104 was

issued. No written motions raising constitutional challenges to the Base Load Review

Act were filed on behalf of FOE before the hearing and no oral motions were made

during the hearing to this effect. No testimony was elicited during the hearing regarding

this issue.

It is axiomatic that "[a] party cannot raise issues in a Motion to Reconsider that

were not raised during the proceeding." In Re Carolina Water Service, Inc., Docket No.

2006-92-WS, Order No. 2007-140, at 17 (South Carolina Public Service Commission

November 19, 2007); see also Kiawah Property Owners Group v. Public Service

Commission, 359 S.C. 105, 597 S.E. 2d t45 (2004) ("Since KPOG first broached the
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transfer line issue in its petition for rehearing to the PSC, the issue is not preserved.");

South Carolina Coastal Conservation League v. DHEC, 380 S.C. 349, 380, 669 S.E.2d

899, 915 (Ct. App. 2008) ("A party cannot use a Rule 59(e) motion to present an issue to

the com_ that could have been raised prior to judgment but was not so raised.");

McMillan v. S.C. Dep't of A_ric., 364 S.C. 60, 67, 611 S.E.2d 323, 327 (Ct. App. 2005)

(issue not preserved "because it cannot be raised for the first time in a motion to alter or

amend.").

Second, the purpose of a petition for rehearing and reconsideration is to allow the

Commission to identify and correct specific errors and omissions in its orders.

Conclusory statements that amount to general and non-specific allegations of error do not

satisfy the requirements of the rule. Under the operative Commission regulation, S.C.

Code Ann. Regs. § 103-825(4):

A Petition for Rehearing or Reconsideration shall set forth clearly and concisely:

(a) The factual and legal issues forming the basis for the petition;

(b) The alleged error or errors in the Conmaission order;

(c) The statutory provision or other authority upon which the petition is based.

As a matter of law, conclusory statements are insufficient to support a petition for

rehearing or reconsideration. See Public Service Commission of South Carolina, Order

No. 2003-641, at 6 ("a conctusory statement based upon speculation and conjecture is no

evidence at all and is legally insufficient to suppol_ [a petition for reconsideration]"); see

also Camp v. Camp, 378 S.C. 237, 662 S.E.2d 458 (Ct. App. 2008) (motion to reconsider,
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alter, or amend judgment under [SCRCP] Rule 59(e) is insufficient where it does not

state the grounds with particularity).

FOE has failed to adequately state its grounds for alleging that the Base Load

Review Act is unconstitutional on its face or as applied. A general, non-specific and

conclusory statement as to the alleged unconstitutionality of the Base Load Review Act

on "due process" grounds is insufficient to put the Commission and parties on notice of

any specific alleged constitutional defect in the Act and the Order. Such general and

conclusory allegations do not provide a sufficient opportunity for the Commission to

identify a specific problem with the application of the Act or the Order and address it on

rehearing. _, South Carolina Dept. of Social Services v. Mother ex rel. Minor

Child, 375 S.C. 276, 283, 651 S.E.2d 622, 626 (Ct. App. 2007) (finding claim of

violation of due process abandoned where pal_y made a conclusory argument without

citation of any authority to support her claim); see also R & G Const., Inc. v. Lowcountr¥

Regional Transp. Authority, 343 S.C. 424, 437, 540 S.E.2d 113, 120 (Ct. App. 2000)

("An issue is deemed abandoned if the argument in the brief is only conclusory?'). The

allegation of error must be rejected.

2. Permission for Initial Clearing and Construction

In Paragraph 2 of its Petition, FOE alleges that the Commission erred in

approving the Combined Application because SCE&G "has failed to establish that:

public convenience and necessity justify permission to proceed with initial clearing,

excavation, dredging and construction in contravention of S.C. Code Ann. § 58-33-

110(7)." FOE Petition, ¶ 2.
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The record fully supported the Commission's decision in October of 2008 to

allow SCE&G to proceed with initial construction. The hearing on SCE&G's request for

permission to undertake initial construction took place on September 10, 2008. SCE&G

presented testimony of three witnesses establishing that public convenience and necessity

supported its request s . These witnesses testified convincingly as to the public

convenience and necessity of starting initial construction at SCE&G's sole risk pending a

decision on the merits in this matter, All requirements for granting the requested relief

were addressed in that testimony. There is more than adequate evidence supporting the

Commission's decision in Order No. 2008-673. The Commission findings in Order No.

2008-673 are reaffirmed. The request for reconsideration in Paragraph 2 of FOE's

Petition must be denied.

3, Description of the Facility

In Paragraph 3 of its petition, FOE alleges that the Commission erred in

approving the Combined Application because SCE&G has failed to fully and accurately

describe and establish a description of the facility to be built, the environmental impacts

of the facility, the .need for the facility, and other relevant information in contravention of

S.C. Code Ann. § 58-33-120. There are multiple grounds that require denial of

reconsideration.

First, the allegations of Paragraph 3 fail to satisfy the requirements of the

Commission's Regulations regarding the content of a petition for rehearing or

reconsideration and must, therefore, be denied. S.C, Code Ann. Regs. 103-825(4). FOE

does not point the Commission to any specific defect of law or specific inadequacy in the
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factual record in this case making any decisions as to the sufficiency of the description of

the facility, its environmental effects or any other relevant matter defective. FOE's

allegations provide no basis for the Commission to determine which specific legal

conclusions or factual findings contained in the Order are improper and should be

reconsidered. Such conclusory allegations fail to comply with the requirements of S.C.

Code Ann. Regs. § 103-825(4). Therefore, the relief sought in Paragraph 3 must be

denied. See Camp v. Camp, 378 S.C. 237, 662 S.E.2d 48 (Ct. App. 2008).

Second, S.C. Code Ann. § 58-33-120 deals only with the required content of a

Siting Act application. That application was filed with the Commission on May 30,

2008, over nine months ago. FOE did not move to strike the application nor has it

properly raised any objection to the sufficiency of the application in this matter prior to

the Order being issued. To the extent that FOE is challenging the sufficiency of

SCE&G's application under the Siting Act, such a challenge is untimely and not properly

before the Commission in a Motion for Rehearing or Reconsideration.

Third, and contrary to the allegations of FOE, the descriptions of the facility

contained in the record are more than adequate to met the provisions of S.C. Code Ann.

§ 58-33-120. Those descriptions are supported by ample evidence in the record.

The record shows that SCE&G fully and accurately described the facility to be built, both

in the Combined Application it filed on May 30, 2008 and in the extensive testimony in

the record on this point. Company witnesses Marsh, Byrne, Connor and Summer, and

ORS witnesses Crisp and Evans testified at length in the hearing on this matter describing

the technology, processes, configuration, capacity and location of units to be built. Their
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testimonydescribingthe unitswas full andaccurateandwassubjectto extensivecross

examinationatthehearingin thismatter.

FOEalsocontendsthattheCommissionerredon thebasisthat SCE&G"failed to

fully andaccuratelydescribeandestablishadescriptionof... theenvironmentalimpact

of the facility." The Order directly contradictsthis contention. Companywitnesses

StevenConnorand StephenSummertestifiedconcerningthe mostrecentenvironmental

report andits conclusions.Thatreportis over 1,100pageslong andrepresentsthework

of over25 major contributorsand over25,000hoursof work by environmentalexperts

and others. Thereportexamineda comprehensivelist of possibleenvironmentalimpacts

of the plant andprovidedadetailedanalysisof SiteandVicinity Land Use; Air Quality;

Water Quality; Water Quantity and Use; Terrestrial Ecosystems; Aquatic Ecosystems;

Threatened and Endangered Species; Historic and Cultural Resources; and

Transportation. The repol_ specifically examined the likely radiologicat impacts of the

plant and the provisions for the storage and disposal of low-level wastes and spent fuel

assemblies. The report concluded that the impact of the plant on each of the areas

emlmerated above would be "small," which is defined as environmental effects which are

not detectable or are so minor that they will neither destabilize nor noticeably alter any

important attribute of the resource. The only exception was in the area of transportation.

The report concluded that the effect of the Units on traffic patterns in the vicinity of the

Units would be small to large, with the greatest impact due to the increased road use in

the urea caused by construction traffic but would be moderate during the operation of the

facility,
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ORS Witness Crisp testified concerning ORS's review and audit of this

environmentalinformation. ORSwitnessCrisp testified that SCE&Ghad fulfilled its

obligationfor filing its environmentalreportwith theNRC andhadestablishedaprotocol

to addressthe necessarypermittingfrom stateand federalagenciesto protectthe South

Cm'olinaenvironment,andhesupportedtheconclusionthat theenvironmentaleffectsof

theplant wouldbeassetforth in that report.OrderNo. 2009-104(A)at 29-30(citations

omitted). In addition, the Commissionconsideredevidenceregardingthe long-term

disposalof spentfuel (Orderatpp. 30-32),radioactivesolidwaste(Orderat p. 32),and

theavailabilityof disposalsites(Orderatpp. 32-33). TheOrderandtheRecorddirectly

contradicttheassertionsof FOEon this issue.

FOE also contendsthat the Conm_issionerred in issuing the Order because

SCE&G "failed to fully and accuratelydescribeandestablisha descriptionof... the

needfor thefacility." However,astheOrderstates:

As the testimonyof recordindicates,baseload capacityis fuel efficient
generatingcapacityintendedto run for thousandsof hours a yearand at
high capacity factors. Suchplants are the foundation upon which an
electric systemoperatesand on which it relies for the majority of the
energy used to serve customers.Peaking and intermediateunits are
intendedto run for substantiallyfewerhoursperyear.

OrderNo. 2009-104(A),pp.25-26(citationsomitted). As Mr. Marshtestified,SCE&G

last addeda base load resourceto its electric systemwhen Cope Stationwent into

commercialoperationin 1996. Sincethat time, energyuse on SCE&G'ssystemhas

grownby 31%. By 2016,energyuseon SCE&G'ssystemis forecastedto havegrownby

a total of 44%. Current operatingstatisticsdemonstratethe importanceof baseload

generationto servingcustomers'energyneeds.During2007,baseloadplantsconstituted
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56% of SCE&G's generation capacity. However, they produced over 80% of the energy

used by SCE&G's customers during that year. Base load capacity-which represented

75% of SCE&G's generating capacity in 1996-is forecasted to drop to 45% as a share of

total generation capacity by 2020 unless new base load resources are added in the

interim. Order No. 2009-104(A), pp. 25-27 (citations omitted).

Based on the stated information, the Commission finds that the record supports

the Company's testimony that the specific capacity need for 2016 and 2019 is most

reliably and efficiently met tl_'ough the addition of new base load capacity to its system.

Units 2 and 3 represent such capacity.

As the foregoing shows, the Commission's decision and Order concerning the

description of the facility to be built, the environmental impacts of the facility, the need

for the facility, and other relevant information was supported by ample evidence in the

record which the Commission weighed and considered. For this reason, the relief sought

in Paragraph 3 of the FOE Petition must be denied.

4_. Need_ Environmental Impacts and Complianee_ Economy and

Reliability, Convenience and Necessity

Paragraph 4 of FOE's Petition alleges that the Commission erred in approving the

Combined Application because SCE&G failed to satisfy the six requirements of S.C.

Code Ann. § 58-33-160 which it repeats from the statute without elaboration. Again,

FOE's contentions are wholly conclusory. The petition does not "clearly and concisely"

set forth any specific factual or legal basis for the contention that the requirements of §

58-33-160 have not be met. The Commission is left to guess as to which specific
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findings or rulings made in the Order were incorrect or in what way they were legally or

factually deficient. As a matter of law, such conclusory statements are insufficient to

support a petition for rehearing or reconsidei'ation. See Order No. 2003-641, at 6 ("As a

matter of law, however, a conclusory statement based upon speculation and conjecture is

no evidence at all and is legally insufficient to support [a petition for reconsideration]");

see also Camp, 378 S.C. 237, 662 S.E.2d 458 (motion to reconsider, alter, or amend

judgment under [SCRCP] Rule 59(e) is insufficient where it does not state the grounds

with particularity).

The conclusory allegations contained in Paragraph 4 of FOE's Petition fail to

comply with the requirements of S.C. Code Ann. Regs. § 103-825(4). For this reason,

the relief sought in Paragraph 4 must be denied.

In addition, with regard to the specifics of FOE's allegation of error, the Order

clearly shows that the Commission's decisions in the Order were supported by ample

evidence in the record.

(a) Environmental Impacts

In addition to the matters discussed above in response to Paragraph 3, the

Commission's Order made the following determinations regarding the justification of the

environmental impacts of the facility:

The environmental report concluded that wind, solar, biomass and hydro

generation were not feasible alternatives to nuclear or fossil fired

generation. As to solar and wind generation, the environmental report
concluded that these energy sources would have greater environmental

impacts than nuclear given the amount of area that would need to be
dedicated to them and the new transmission facilities they would require.

For purposes of the environmental assessment, coal and gas generation

were identified as the principal alternatives to nuclear generation. Both
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coal and gas alternatives were found to have significantly greater
environmentalimpactsthanUnits2 and3, dueprincipally to significantly
higherair emissions,specificallythe amountof additionalCO2,nitrous
oxides,SQ andparticulatesthat would be emittedby eithergasor coal
generation. The environmental report concluded that fi'om an
environmentalstandpoint,nucleargenerationwas thebestalternativefor
meetingtheenergyneedsof SCE&G'scustomerswith the leastimpactson
the environment.The Commissionfinds that this conclusionis amply
supportedon therecord.

OrderNo. 2009-104(A),pp.33-34(citationsomitted).

(b) Economy and Reliability, Convenience and Necessity

Regarding system economy and reliability, the Commission discussed, in detail,

such factors as alternative energy resources, the cost of constructing the nuclear facility,

the terms of the EPC contract, cost contingencies, inflation, delay, the ability of the

facility to meet projected capacity, water supply, and .transmission from the proposed

location. See Order No. 2009-104(A), pp. 34-55. Based on these factors, and detailed

evidence in the record, the Commission concluded:

For all these reasons, the Commission finds that the cost projections and

comparative economic analyses on which the selection of Units 2 and 3
was made are reasonable and appropriate. Based on these specific

economic analyses and the broader evaluation of system needs by

SCE&G's leadership team, the Company properly concluded that the

construction of Units 2 and 3 would provide the greatest and most

dependable contribution to system economy of all reasonably competitive

alternatives.

Order No. 2009-104(A), pp. 51-52.

The Commission further concluded, "[a]s witnesses for both the Company

and ORS testified, the water supplies available at the site of Units 2 and 3

are more than adequate to support reliable operations of Units 2 and 3."

Id. at 54.
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(e) Environmental and Other Compliance

As to the reasonable assurances that the proposed facility will conform to

applicable State and local laws and regulations, the Order discussed the detailed evidence

presented in the record concerning the permits needed to proceed with the construction

and operation of the nuclear facility and SCE&G's ability to obtain them. As stated in

the Order:

The fifth finding required by the Siting Act is whether "there is reasonable

assurance that the proposed facility will conform to applicable state and

local laws and regulations." Hearing Exhibit 2 contains a list of the 19

major permits, apart from NRC permits, required to construct and operate

Units 2 and 3. Three of the 19 major permits are federal pet_nits

exclusively: a Federal Energy Regulatory Commission permit for work on

Monticello Reservoir, a Corps of Engineers wetlands permit for site work,

and a Federal Aviation Commission permit for construction cranes to be

erected on site. The remaining 16 permits are state permits or joint state-

federal permits administered by the state. The record reflects that, so long

as SCE&G obtains these 16 permits and operates according to their terms,

the construction and operations of Units 2 and 3 will be in compliance

with all state and local laws.

Company witness Byrne testified that in his opinion and in the opinion of

the members of his new nuclear deployment team, all of these permits

could be obtained in a timely fashion and that Units 2 and 3 could be

operated in compliance with all applicable laws and regulations, both state

and federal. Mr. Byrne's testimony on this point was not contradicted by

any party. Accordingly, the record supports the finding that Units 2 and 3

can be built and operated in compliance with all applicable state and local

laws and regulations as the Siting Act requires•

Order No. 2009-104(A) at 55-56 (citations omitted).

(d) Public Convenience and Necessity

Finally, the Commission made the following determination regarding the issue of

public convenience and necessity:
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The Commissionconstruesthis provision of the statuteas requiring a
finding that integratesinto a singledeterminationall aspectsof thepublic
interest evaluation related to the plant. In this case, the record
demonstratesthatUnits2 and3representcapacitythatis neededto supply
reasonably forecastedcustomerdemands.In addition, the size, type,
locationandtechnologyof theUnits arethepreferablemeansof doingso
with the greatesteconomyandreliability andwith the leastimpacton the
environment.

As discussedabove,theprincipalbenefitof nucleargeneration,in addition
to lower forecastedcosts,is the fact that it helps insulatecustomersfrom
the price volatility and supplyrisk that are increasinglyassociatedwith
fossil fuel fired generation.Nuclear generationalso insulatescustomers
from future CO2and other environmentalcompliancecostsassociated
with fossil fuels, which are likely to be significant. Alternativeenergy
sourcesmay provide useful supplementalenergyfor SCE&G's system
going forward. However, the cost competitiveness,availability and
reliability of alternativeenergysourcesaresubjectto significantquestions
and concernsat this time. Publicconvenienceand necessitywouldnot be
suppm"cedby forcing SCE&G'scustomersto rely onthe futureavailability
and cost competitivenessof theseenergy sourcesas a substitutefor
SCE&Gconstructingadditionalbaseloadcapacityatthis time.

The risks relatedto nuclearconstruction,and the stepsthat SCE&Ghas
taken to mitigate them, are discussedextensively in the record. The
Company'splans to managelicensing risks and delaysand to oversee
constructionthroughits own personneland processesarealso discussed
more fully below. The record shows that the Company has carefully

evaluated the risks related to nuclear construction and operations and

compared them to the risks and costs of other alternatives. The

Commission agrees with this assessment and finds that the public

convenience and necessity support the construction of Units 2 and 3 as

proposed by SCE&G.

Order No. 2009]104(A) at 56-57.

(_ Concision

As the foregoing shows, the Commission's decision and Order on SCE&G's

Combined Application was carefully considered and supported by ample evidence in the

record. FOE has not pointed to any specific factual or legal insufficiency in the findings
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set forth above. For all the above reasons, the relief sought in Paragraph 4 must be

denied.

5. Imprudent Obligations or Costs

Paragraph 5 of the Petition cites to the Purposes and Findings adopted by the

General Assembly in enacting the Base Load Review Act, 2007 Act. No. 16, Section

I(A), and alleges that the Commission erred in some respect regarding the protection of

consumers from responsibility for imprudent obligations or costs. The language FOE

quotes is a legislative statement of intent that was not codified in the Base Load Review

statutory provisions, and which is not operative in its own right but is given substance by

the specific statutory requirements found in the Code. Bavlev. South Carolina Dept. of

TranslL., 344 S.C. 115, 122, 542 S.E.2d 736, 740 (Ct. App. 2001) ("What a legislature

says in the text of a statute is considered the best evidence of legislative intent or will.").

As legislative findings, these policy statements do not constitute a legal basis or

standard against which to review the material presented by SCE&G in this docket

separate from the substantive provision of the Act. In fact, as discussed herein, the

Commission has reviewed the application and the substantial evidence compiled in this

docket against the substantive requirements of the Act and has found that SCE&G has

demonstrated that the financial obligations and costs that it seeks to undertake are prudent

and reasonable. The intent of the General Assembly is found in the substantive terms of

the statute, and the Commission has properly found that SCE&G's application in this

matter has met those terms.
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Moreover, once again, FOE does not provide the Commission with any guidance

to show what specific findings o1" conclusions in the Order are factually or legally

defective. In Order 2008-104, the Commission clearly determined that the cost and

obligations SCE&G proposed to assume in constructing these units were not imprudent.

FOE has not pointed to any specific legal or factual reason why this decision is defective.

For that reason, FOE has failed meet the requirements of S.C. Code Ann. Regs. § 103-

825(4) and the relief sought in Paragraph 5 of the Petition must be denied. See also

Cam l2, 378 S.C. 237, 662 S.E.2d 458 (motion to reconsider, alter, or amend judgment

under [SCRCP] Rule 59(e) is insufficient where it does not state the grounds with

particularity).

6_ Prudeney of the Units

In Paragraph 6, FOE alleges in summary and conclusory fashion that SCE&G has

in some unspecified manner failed to meet is burden of proof as it relates to the

Combined Application and the prudency of the decision to build the plant. Again this set

of contentions is entirely conclusory and fails to meet the requirements of S.C. Code

Ann. Regs. § 103-825(4) as a basis for a motion for rehearing or reconsideration. Se__e

also Camp, 378 S.C. 237, 662 S.E.2d 458 (motion to reconsider, alter, or amend

judgment under [SCRCP] Rule 59(e) is insufficient where it does not state the gronnds

with particularity).

In addition, the allegations in Paragraph 6 are plainly contradicted by the

Commission's Order and the record in this proceeding. In discussing the prudency

requirement of the Base Load Review Act, the Commission noted multiple factors
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showing that the Company's decision to proceed with construction of the facility was

prudent and reasonable. These factors included: a) the selection of the Jenkinsville site

for Units 2 and 3; b) the selection of AP 1000 technology as the appropriate reactor

technology for this project; c) the related decision to select Westinghouse Electric

Corporation, LLC and Stone & Webster, Inc. as the nuclear system supplier and

construction contractor, respectively; d) the selection of other major contractors for the

project; e) the structure and terms of the EPC Contract; f) the price at which the plant is

being constructed; and g) the Company's ability to execute its financing plan for

construction of tl_e Units. Order No. 2009-104(A), p. 58. The Commission analyzed the

record regarding each of these factors in detail and concluded with respect to each that

they suppm_ted the reasonableness and prudency of the SCE&G's decision. See generally

Order No. 2009-104(A) at 57-91.

As the foregoing shows, the Commission's decision and Order as to prudency was

carefully considered and supported by ample evidence in the record. No specific legal or

factual error has been identified. For these reasons, the relief sought in Paragraph 6 must

be denied.

7. S.C. CodeAnn. § 53-33-250

In Paragraph 7 of the Petition, FOE alleges, again in a summary and conclusory

fashion, that the Commission erred in approving the Combined Application because

SCE&G failed to satisfy in some undisclosed respect each of the specific requirements of

S.C. Code Ann. § 58-33-250. Once again, the Commission is left to guess in what

manner FOE believes SCE&G legally or factually failed to meet its statutory burden and

f
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whatspecificfindingsandconclusionsin the Orderwouldneedto becorrected.As this

allegationfails to comply with therequirementsof S.C.CodeAnn. Regs.§ 103-825(4),

the relief soughtin Paragraph7 of FOE's Petition mustbe denied.SeealsoCamp,378

S.C. 237, 662 S.E.2d 458 (motion to reconsider,alter, or amendjudgment under

[SCRCP]Rule59(e)is insufficientwhereit doesnot statethegroundswith particularity).

In addition,FOE's allegationsin Paragraph7 appearto pertainto mattersrequired

to be includedwithin an applicationfor a baseload review orderunder the BaseLoad

Review Act. To the extent that FOE is challengingthe sufficiency of SCE&G's

applicationundertheBaseLoadReviewAct, andfor thesamereasonssetforthrelatedto

the Siting Act discussionin Paragraph3 above,no sucha challengehasbeenproperly

raisedandis untimely.

8. Decision to Proceed with Construction

In Paragraph 8 of its petition, FOE alleges again that SCE&G has failed in some

unspecified manner to demonstrate that its decision to proceed with construction of the

plant is prudent and reasonable. Once again, this entirely conclusory allegation fails to

comply with the requirements of S.C. Code Ann. Regs. § 103-825(4) and the relief

sought in Paragraph 8 of FOE's Petition must be denied. See also Caml2, 378 S.C. 237,

662 S.E.2d 458 (motion to reconsider, alter, or amend judgment under [SCRCP] Rule

59(e) is insufficient where it does not state the grounds with particularity). Moreover, as

discussed in response to Paragraph 6, the Commission's decision and Order regarding the

prudeney of SCE&G's decision to undertake construction of these Units was carefully
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consideredandsupportedby ampleevidencein therecord. For thesereasons,therelief

soughtin Paragraph8mustbedenied.

9. Used and Useful, Prudency of Costs

In Paragraph 9 of its Petition, FOE alleges that SCE&G has not demonstrated that

the proposed plant will be used and useful for utility purposes or that its costs will be

prudent utility costs and expenses when the units are constructed. Once again, the

allegations are entirely conclusory. FOE fails to allege and specify the way in which the

Order misconstrues the applicable law or rests on factual findings that are not supported

by the evidence of record. For these reasons, the allegations of Paragraph 9 fail to

comply with the requirements of S.C. Code Ann. Regs. § t03-825(4) and the relief

sought in Paragraph 9 of FOE's Petition must be denied. See also CamlL 378 S.C. 237,

662 S.E.2d 458 (motion to reconsider, alter, or amend judgment under [SCRCP] Rule

59(e) is insufficient where it does not state the grounds with particularity). For these

reasons, the relief sought in Paragraph 9 must be denied.

Current Economic Conditions

In Paragraph 10 of the Petition, FOE alleges that SCE&G has not adequately

analyzed its options, its forecast needs and resources, and the impacts of recent

developments in the economy and financial markets or the cara'ent economic crisis.

Contrary to this allegation, the Commission, in its Order, specifically recognized that

SCE&G has considered these factors in making its determination to proceed with

construction of the facilities. Order No. 2009-104(A) at 23-24. Moreover, the

Commission found that SCE&G had also considered the historical effects of economic
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downtumson load growth. Id. Finally, the Commissionrecognizedthe benefit of not

basingthe State'slong-termenergysupplystrategyon short-termeconomicconditions.

OrderNo. 2009-104(A)at 24. As statedbythe Commission:

While the current economic downturn is a matter of concern to all South

Carolinians, it is important that long-term infrastructure projects needed to

meet the state's future energy demands not be shelved too quickly. To

prosper and compete in global markets in the future, South Carolina will

need efficient, reliable energy som'ces. The generation capacity SCE&G

now seeks to build will take 12 years to complete and will serve the state

for as many as 60 years thereafter. The Commission agrees with Company

witness Addison who testified that long-term decisions related to energy

capacity should be based on the long-range needs of the system and the

state economy, not shorter-term considerations.

Id.

For these reasons, FOE's allegations in Paragraph 10 are without merit and the

relief sought in Paragraph 10 should be denied.

10. Energy Efficiency and Related Matters

In Paragraph 11, FOE contends that SCE&G could lower its risk profile if it

pursued a more modular resource development program and that the Commission should

reject the Application or at least defer it to allow SCE&G to better develop its integrated

resource plan and complete its review of energy efficiency and demand side management

opportunities. The Commission has fully and adequately considered this

recommendation as advanced by FOE Witness Ms. Brockway, and has found it to be

contrary to the terms of the Base Load Review Act. As stated by the Commission:

As to the second recommendation, the Company properly points out that

the Base Load Review Act mandates a final determination and order on

the part of the Commission within nine months of the filing of the

application and that the Act does not provide a means whereby the

Commission can defer judgment on an application. Counsel for FOE
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arguesthat the Commissionis authorizedto reject an application as
inadequatein certainrespectsand to sendit back to the utility with a
statementof its inadequacies.However, the Commissionfinds that the
Act doesnot allow this Commissionto deferjudgmenton an application
asMs.Brockwaysuggests.

OrderNo. 2009-104(A)at 115(citationsomitted).

In addition, the Commissionhas consideredthe impact that additionalenergy

efficiency and demandsidemanagementopportunitieswould have and concludedthat

theyareinadequatesubstitutesfor additionalbasetoadcapacity.

Basedon the evidencecitedabove,the Commissionfinds that additional
savingsdueto DSM programsarenot aviablesubstitutefor thebaseload
capacitythat SCE&G seeksto build. Contraryto the testimonyof FOE
witnessBrockway,who opinedthat theCompanyhadfailedto adequately
considerDSM in its planning,theCommissionfindsDr. Lynch'sforecasts
and analyseshaveproperly accountedfor or analyzedthe potential for
additional DSM-related savings. Moreover, SCE&G's resourceplans
containroom for additionalDSM relatedenergysavingseven with the
additionof Unit 2 and3 to the system.DSM is a usefulsupplementto the
generationcapacityneededonSCE&G'ssystem.It is not asubstitutionfor
it.

OrderNo. 2009-104(A)at20 (citationsomitted).

FOE offers nobasisfor rejectingthe soundreasoningof this Commissionin its

Orderand,for thesereasons,therelief soughtin Paragraph11mustbedenied.

11. Conditioning BLRA Cost Recovery

In Paragraph 12 of the Petition, FOE proposes conditioning SCE&G's recovery of

costs on achieving the benefits implicit in its analysis of the merits of the proposal.

Contrary to FOE's assertion that such a condition is entirely consistent with the Base

Load Review Act, this Commission has thoroughly considered this recommendation and

has found it be contrary to the terms of the Act.
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In addition, Company counsel also cites Section 58-33-270(B) that provides that a

Base Load Review order shall establish the anticipated construction schedule for the

plant, including contingencies; the capital costs and anticipated schedule for incun'ing

them, including contingencies and inflation indices used for the utility for cost in plant

• • • _Sconstruction. The Base Load Review Act clearly contemplates a utlhty ability to include

contingencies in its schedule, recover capital costs related to the project, and seek

modification of a Base Load Review Order, subject to approval by the Commission.

Order No. 2009-104(A) at 114. FOE offers no basis for rejecting the reasoning of the

Commission in its Order and, for this reason, the relief sought in Paragraph 12 should be

denied. The Commission's reasoning is in full compliance with the Base Load Review

Act, an d the allegation must be rejected.

12. General Alle_ations of Error

In Paragraph 13 of the Petition, FOE alleges that that Commission's Order is

arbitrary, capricious, an abuse of discretion, clearly erroneous, unsupported by substantial

evidence, in violation of constitutional or statutory provisions, made upon unlawful

procedure or affected by other error of law. This paragraph simply restates the grounds

for appeal under the S.C. Administrative Procedures Act, S.C. Code An. § 1-23-380

(2005). This paragraph is entirely conclusory and lacks sufficient particularity to comply

with the requirements of S.C. Code Ann. Regs. § 103-825(4). Moreover, as discussed in

the response to Paragraph t, no claim of unconstitutionality as to the Base Load Review

Act or the procedures it mandates has been made in this proceeding. FOE cannot insert

new issues into the docket in its Petition for Rehearing or Reconsideration. Finally, it is
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unclear what "unlawful procedure" or "other etTor of law" is being alleged by FOE and

these allegations are so vague as to deprive the Commission and SCE&G with sufficient

information to respond to them. For all these reasons, the relief sought in Paragraph 13

of the Petition must be denied.

Because of the reasoning stated above, the Petition of Friends of the Earth is

denied and dismissed.

III. SCEUC PETITION

In its petition, SCEUC asks the Commission to reconsider certain of its findings

and conclusions within the Order in this docket. 2 These allegations are also rejected, and

the Petition is denied and dismissed.

1. Contingency Costs as a Component of SCE&G's Capital Costs

SCEUC asserts that the Commission en:ed in including capital cost contingencies

as a component of capital costs. Contrary to the assertions of SCEUC, the Commission

has fully considered the propriety of the inclusion of such costs and has concluded they

are properly included and authorized by the Base Load Review Act,

SCEUC asserts that the Commission "overlooked and misapprehended the nature

of the authority granted it by statute to establish the anticipated components of capital

costs under the Base Load Review Act." SCEUC Petition at p. 2. Contrary to this

assertion, the Order evidences the fact that this Commission considered the statutory

2 We note that SCEUC misquotes part of Order No. 2009-104(A) at page 97, when it states: "the
Commission reads the statute as authorizing the Company to include a reasonable capital cost contingency

in its filings, for evaluation and approval by this Commission. There is no logical or policy reason to read

the statute." (emphasis added). It appears SCEUC inadvertently left out the word "otherwise" at the end of

the last quoted sentence. The sentence in the Order actually reads: "There is no logical or policy reason to
read the statute otherwise." (emphasis added). Id.
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authority under the Act and correctly concluded that such costs were authorized. In the

Order, this Commission stated that "[a]n important part of evaluating the reasonableness

of the Company's price projection for the Units is evaluating the degree to which they

include reasonable provisions for the contingencies and inflation over the construction, as

the Base Load Review Act envision." Order No. 2009-104(A) at 47. In concluding that a

contingency pool of $438,293,000.00 was reasonable and should be established, the

Commission further found that:

This amount of contingency is reasonable in light of what is known about

the project and its risks today. It provides further assurance that the

Company's price projections do not underestimate the cost of nuclear

capacity and so provide a reasonable basis for comparing nuclear capacity

to other alternatives.

I.d., p. 47-48. Finally, as stated in the Order:

The Commission has reviewed these contingencies and finds that they

represent a reasonable set of contingencies for use in forecasting the cost

of this project under S.C. Code Ann. § 58-33-270(B)(2). The contingency

percentage applied to each cost category bem's a reasonable relationship to

the risk of additional costs being incun'ed in that category. In total, the

contingency pool included on Exhibit F represents a significant but not

excessive percentage of the to_/al project budget. The Commission finds
that it is reasonable and prudent to include the contingencies proposed by

the Company in the cost estimates for Units 2 and 3 as approved in this.

order.

p. 96.

SCEUC also misconstrues § 58-33-270 of the Base Load Review Act in its

argument that capital costs contingencies are not authorized under the Act. SCEUC

argues that the phrase "including specified contingencies!' as used in § 58-33-270(B)(2)

"modifies the term 'anticipated schedule for incurring [anticipated components of capital

costs]' and cannot be read to authorize the Commission to include a capital cost
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contingency as a component of capital costs." SCEUC Petition, p.4. This interpretation is

in direct conflict with the telrns of § 58-33-275. Under this section:

(A) A base load review order shall constitute a final and binding

determination that a plant is used and useful for utility purposes, and that

its capital costs are prudent utility costs and expenses and are properly

included in rates so long as the plant is constructed or is being constructed

within the parameters of:

1. the approved construction schedule including contingencies;

and

2. the approved capital costs estimates including specified

contingencies.

S.C. Code Ann. § 58-33-275'(emphasis added). As evidenced by this section, it is clear

that the intent of the General Assembly is that cost contingencies are properly considered

as a component of capital costs under the Base Load Review Act. Not only has this

Commission considered its statutory authority under the Act but it has expressly

considered and rejected the argument that SCEUC raises in its Petition:

In reaching this decision, this Commission has considered two arguments

made by the South Carolina Energy Users. The first is the argument that

S.C. Code Ann. § 58-33-270(B)(2) does not allow the Commission to

establish a construction cost contingency pool. The statutory provision in

question requires that the Commission establish "the anticipated

components of capital costs and the anticipated schedule for incurring

them, including contingencies." The Commission finds that the plain

meaning and grammatical structure of this statutory provision intends that

contingencies be provided both for capital costs and for the schedule for

incurring capital costs. In addition, cost contingencies are a standard and

recognized feature of construction budgets. If such contingencies were not
allowed under the Act, the Company would be required to seek an

amendment to the base load review order for every change order, scope or

design change, or mis-forecgst of owner's cost or transmission cost during

the life of the project. This is not a reasonable reading of the statute.

Instead, this Commission reads the statute as authorizing the Company to

include a reasonable capital cost contingency in its filings, for evaluation
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and approval by this Commission. There is no logical o1' policy reason to

read the statute othet_ise.

Order No. 2009-104(A) at 47. In its Petition, SCEUC merely reiterates arguments

expressly considered and rejected by the Commission. The Commission finds no basis

for granting rehearing or reconsideration on these issues.

In addition, SCEUC argues that the availability of the ability to seek an order

modifying a Base Load Review Order supports its contention that the Commission is

without authority to address unanticipated contingencies. SCEUC Petition, ¶ 6. As

stated in the Order, however:

If such contingencies were not allowed under the Act, the Company would

be required to seek an amendment to the base load review order for every

change order, scope or design change, or mis-forecast of owner's cost or

transmission cost during the life of the project. This is not a reasonable

reading of the statute.

Order No. 2009-104(A) at 97. As discussed, the Commission's decision

rests upon the plain language of the statute as well as the logic and policy of the

Act and the arguments of SCEUC are without merit.

3. Capital Cost Contingencies and Inflation Indices

SCEUC also asserts in its Petition that the Commission en'ed in authorizing a

capital cost contingency in addition to inflation indices. SCEUC Petition, ¶ 3. SCEUC

also contends that the inflation indices operate to inflate the unauthorized capital cost

contingency and, therefore, that the amounts owing to inflation of the capital cost

contingency are unauthorized. SCEUC Petition, ¶ 5. The Commission has considered

these arguments and has rejected them.
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The secondargumentmadeby the EnergyUsers is that the Companydouble-

countedinflation in calculatingthe amountof the contingencypresentedin Exhibit F.

The EnergyUsersdid not presentany testimonyconcerningthis point from its witness

Mr. O'Donnell,but insteadattemptedto developthis point on crossexaminationof Ms.

BestandMr. Addison. Both deniedanysuchdoublecounting. Moreover,a reviewof

Exhibit F establishesthat the Companyin factallocatedcontingencyamountsby year in

2007dollars,andthenescalatedthemto currentyeardollarsonly once.TheCommission

finds that theCompanydid not doubleescalateanycontingencyamounts.Se__eOrderNo.

2009-104(A)at 97-98.

As theOrdershows,theCommissionhasconsideredSCEUC'sargumentandhas

foundthat the inclusionof contingencycostsis authorizedunderthe statuteandthat the

needfor suchcostsis not vitiatedby the applicationof the approvedinflation indices.

The contingencydollars SCE&G sought were calculatedin 2007 dollars. Clearly,

contingenciespricedin 2007dollarsmustbeescalatedto accountfor inflation if theyare

to besufficientfor usein futureyears,in somecasesin asmuchas10yearsin thefuture.

The approachto contingencyescalationapprovedin OrderNo. 2009-104(A)is legally

sound,logicallynecessary,andfully authorizedby theBaseLoadReviewAct.

4. Reasonableness of Contingency Costs

SCEUC asserts that the Commission erred in finding and concluding that the

authorized contingency costs of approximately $438,293,000.00 was reasonable. The

basis for this assertion is that "there exists no reasonable evidence to support the amount
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of the contingent costs, fixed adjustment costs and other similar costs." SCEUC Petition,

¶ 4. The Commission's Order states:

As to these contingencies, Company witness Addison testified that the

capital cost estimates included in the Company's price forecasts include a

pool of contingency funds above those already included in the EPC
Contract cost and the owner's cost and transmission cost estimates. [cit]

The amount of that contingency pool is $438,293,000 in 2007 dollars,

subject to escalation. (Hearing Exhibit 16, EEB-I.) This contingency pool

represents approximately 10% of the base cost of the Units. This amount

of contingency is reasonable in light of what is known about the project

and its risks today: It provides further assurance that the Company's price

projections do not underestimate the cost of nuclear capacity and so

provide a reasonable basis for comparing nuclear capacity to other

alternatives.

Order No. 2009-104(A), at 47-48. The Commission has, therefore, considered the

arguments of SCEUC in light of the evidence in the record and has rejected them and

concluded that the amount of the contingency costs component is reasonable.

5. Burden of Proof Regarding Capital Costs Contingency.

Finally, SCEUC contends that the Commission en'ed in concluding that the

intervenors failed to meet their burden of proof with respect to the capital cost

contingency. SCEUC Petition, ¶ 7. SCEUC states that "It]he inteiwenors such as SCEUC

have no burden of proof of [sic] this issue." Id. Contrary to the contention of SCEUC,

this Commission's Order in no way indicates that the Commission has imposed any

bm'den of proof on the intervenors in this matter. The Order merely indicates that the

Commission has considered and rejected the arguments of SCEUC. SCEUC's contention

that the Commission has improperly shifted the burden of proof in this matter is without a

factual basis.
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For the foregoing reasons, this Commission denies the relief sought by South

Carolina Energy Users Committee in its Petition for Reconsideration and denies and

dismisses the Petition in its entirety.

IV. JOSEPH WOJCICKI PETITION

The gravamen of the Petition for Rehearing or Reconsideration of Joseph

Wojcicld is that SCE&G failed to adequately consider an alternative Atlantic Coast

location and that the Commission erred in not requiring additional documentation and

consideration of an alternative Atlantic Coast location and its suitability over the selected

Jenkinsvilte site. As noted by the Order, however, the arguments of Mr. Wojcicki have

been adequately heard and considered by the Commission and have been rejected as a

basis for denying the Combined Application.

Mr. Wojcicki challenged the proposed site of Units 2 and 3 as being unsuitable

from a reliability standpoint because of concerns about the sufficiency of water supply

for the Units during drought conditions and because of their location in relation to system

load centers.

As witnesses for both the Company and ORS testified, the water supplies

available at the site of Units 2 and 3 are more than adequate to support reliable operations

of Units 2 and 3. Order No. 2009-104(A) at 52-54 (citations omitted).

In addition, the Commission has considered and rejected Mr. Wojeicki's

contention that an Atlantic Coast site would be preferable from the standpoint of

transmission. Mr. Wojcicki a contended that the location of Units 2 and 3 in Jenkinsville
k

does not support the reliability of the system because of its distance from load centers in
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coastal areas of SCE&G's service telTitory. However, as SCE&G's Manager of

Transmission Planning, Company witness Young testified that sCE&G's largest load

center is not located along the coast but in the central portion of South Carolina, where

Units 2 and 3 will be located. If the units were located at the coast, new transmission

lines connecting them to the load center in the central portion of the state would be

required. Moreover, currently there are six SCE&G transmission lines and two Santee

Cooper lines serving the site of Unit I and only four new SCE&G lines and two new

Santee Cooper lines will be needed to move the additional power to be generated by

Units 2 and 3. A coastal site would not have an existing transmission infi'astmcture such

as the one at the Jenkinsville site and would require a full complement of six to ten new

transmission lines to distribute the power generated to different areas of the system.

For these reasons, the decision to locate Units 2 and 3 in central South Carolina

and not along the coast as advocated by Mr. Wojcicki is prudent and reasonable and does

not impair the reliability of those Units to serve customer load from a transmission

standpoint. Neither water supply nor transmission issues are likely to compromise the

reliability of those units. Mr. Wojcicki's motion to require relocation is again denied.

Order No. 2009-104(A) at 54-55 (citations omitted). As the Commission has adequately

considered and rejected the contentions of Mr. Wojcicki, his petition for rehearing or

reconsideration is denied and dismissed.

V. CONCLUSION

Any remaining allegations of any of the three Petitions not specifically addressed

herein are hereby expressly denied and dismissed. The Petitions of FOE, SCEUC, and
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Mr. Wojcicki arealsoherebydeniedanddismissed.This Ordershallremainin full force

andeffectuntil furtherOrderof theCommission.

BY ORDEROFTHE COMMISSION:

Elizabeth13.Fleming,Chairman

ATTEST:

JohniE.Howard,ViceChairman

(SEAL)


